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Allies Reportedly Seeking Successor for Claes 
BR1303 163095 Brussels LA LIBRE BELGIQUE in 
French 11-12 Mar 95 p 1 


[Article by Michel Rosten: “Has Mr. Claes Come Back 
To Say Goodbye?”] 


{[FBIS Translated Text] Willy Claes has returned to 
Belgium from his trip to Canada and the United States 
which, in media terms, was a model of discretion despite 
the very particular issues which NATO is at present 
studying. It seems he opted for the lowest possible profile 
in the hope that the storm would pass which broke over 
his head following the arrest of the SP [Flemish Socialist 
Party] treasurer and his former principal private secre- 
tary. He simply stated that he would not be resigning, a 
stance presumably chosen out of the desire not to act in 
any way which could be construed as an admission of 


guilt. 


At NATO headquarters, they are still presenting a facade 
of the utmost serenity. “It would be unprofessional to 
speculate on the future of the secretary general. When 
Manfred Woerner was sick, nobody mentioned the name 
of a possible successor. Today, they also refrain from 
doing so. Moreover, if a decision did have to be made to 
replace Mr. Claes, it would be made at a high level, in the 
capitals of the member states,” explained one diplomat. 


However, according to one foreign diplomatic source 
and similar information circulating in Belgian political 
circles, Mr. Claes finds himself in an extremely delicate 
position because the allies are in fact seeking a successor. 
If we are to believe the scenario painted by three sources, 
which to our knowledge are totally independent of each 
other, there will be no succession until a candidate 
enjoying general support has been found. One of these 
sources spoke of German Defense Minister Volker 
Ruehe, whose name was raised so insistently at the 
beginning of the month in Washington that he decided it 
warranted a denial. 


Some will be surprised at the prospect of a German 
taking over as NATO head just a few months following 
the departure of Manfred Woerner and when Klaus 
Nauman has just been elected president of the Military 
Committee. However, the potential candidates for 
NATO secretary general are far from numerous. And if 
the NATO countries do resign themselves to taking such 
a step it will only be insofar as they have reached the 
conclusion that the Belgian affairs threaten to damage 
NATO's credibility. 


It should also be pointed out that few comments are 
coming out of Washington on this affair which is not 
making any great waves in the local political landscape. 
One diplomat stressed that when a scandal enters the 
public arena in the United States, “we usually wait for 
the legal verdict and then take the appropriate steps.” 
But he added that if Willy Claes were to go, Belgium 
would find it difficult to present a candidate to head 
international organizations in the future. 
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Claes Denies Agusta Involvement 


BR1303163195 Brussels DE MORGEN in Dutch 13 
Mar 95 p 4 


[Report signed “GT”: “SP Divided Over Agusta Case— 
Willy Claes: ‘I Cannot Vuuch for Other People’s 
Actions””] 

{[FBIS Translated Excerpt] After the sledgehammer 
blows the SP [Socialist Party] had to take in the Agusta 
case, the party is now faced with internal division. Part 
of the Nieuw Links [New Left] group sticks to its 
position that those responsible “should take a step 
back.” The Limburg SP provincial organization, on the 
other hand, continues to give its full support to its leader 
Willy Claes. 


New Left, the red-green movement within and around 
the SP, organized an open debate on the Agusta case's 
political consequences for the Socialist Party in Antwerp 
last Friday [10 March] night. [passage omitted] 


With the prospect of the forthcoming parliamentary 
elections, however, New Left does not want to make the 
issue a breaking point. This week party chairman Tob- 
back will start preparing the 25 March party congress 
with a visit to the various regional organizations. During 
the electoral campaign the ranks will be (temporarily) 
closed. The possible structural changes to the internal 
party organization will only be brought up for discussion 
afterward. However, Senator Paul Pataer alerted to the 
danger of a “show congress.” “The party executive is 
responding tensely to the events, and is smothering every 
dissident voice,” Pataer argued. He also expressed his 
concern about New Left’s survival within the party. 


Limburg 

In Limburg, the reactions of party militants and regional 
organization leaders to the disclosures are also reactions 
of perplexity and disappointment. “I have a feeling that 
I am the center and the most important target in this 
nasty case,” NATO Secretary General Willy Claes wrote 
to Paul Butenaerts, the Limburg SP provincial represen- 
tative, last 24 February. 


“I can imagine that quite a lot of militants have ques- 
tions and even doubts about my person,” Claes’ letter 
reads, “especially if one pays attention to the publica- 
tions of an unchained press, where part of the journalists 
behave like wild vultures. Let me just say to all friends, 
on my word of honor as a socialist, that in this sad case 
I have never been directly nor indirectly involved in any 
unfair manipulation of any kind.” Claes continues: 
“Obviously, I can hardly vouch for actions which may 
have been carried out by some official or party represen- 
tative without me knowing about them.” [passage 
omitted] 


German Military Union Demands Resignation 


BR1303162695 Asse HET LAATSTE NIEUWS in 
Dutch 13 Mar 95 p 4 


[Unattributed report: “Claes Must Make Up His Own 
Mind”] 
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[FBIS Translated Text] If it would appear that NATO 
Secretary General Willy Claes’ arrested former principal 
private secretary was involved in the Agusta bribe case, 
Claes must decide for himself whether or not he should 
step down. This was stated by former Prime Minister 
Wilfried Martens in AVRO’s radio news program on 
Sunday [12 March]. 


The chairman of the 265,000-member strong German 
union of professional military, for his part, demanded 
that Willy Claes would step down right away. According 
to Chairman Bernhard Gertz, the Agusta bribe scandal 
in which Claes is mentioned, casts a slur on the aliiance’s 
reputation. 


Tension Increases in Spanish-Canadian Fishing 
Dispute 


LD1403092895 Madrid RNE-1 Radio Network in 
Spanish 0700 GMT 14 Mar 95 


{[FBIS Translated Excerpt] Enrique Davila, skipper of 
the Estai, will appear in court again in St. John’s [New- 
foundland] at around 1830, Spanish time. The judge will 
have to decide whether to impose a heavy fine before 
allowing the trawler to leave or whether to confiscate the 
trawler. In this case he will have to decide what happens 
to the skipper. He may possibly tell the captain of the 
date of the trial he will have to stand. The Canadian 
authorities now say that an investigation on board the 
trawler, held without witnesses, shows that undersized 
fish were being caught. Guadalupe Porras reports: 


[Porras] [Passage omitted] The 20 or so Galician freezer 
ships, fishing in Newfoundland waters, are waiting out- 
side the fishing grounds thus avoiding further conflict 
and seizures. Canadian ships and helicopters are moni- 
toring the area. Tension is increasing, according to what 
the Spanish ambassador to Canada, Jose Luis Pardos, 
told Spanish radio: 


[Begin Pardos recording] There is more tension. Obvi- 
ously, yesterday's events led to an increase in tension. 
There is no going back [word indistinct] [end recording] 


The Galician trawler owners could decide today to order 
the fleet back to Spain if the government does not 
intervene to protect it. According to Jose Ramon 
Fuertes, the manager of the Vigo trawler owners’ coop- 
erative, the government is not giving them a clear 
message: 


[Begin Fuertes recording] | thought that by now we 
would have had a clear indication about what the 
Spanish Government, the European Union, wanted so 
that wz could say to the trawlers: Carry on fishing. They 
are terribly unclear there about what is going on. [end 
recording] 


In Galicia, the regional government's fishing minister 
has called for a total boycott of Canadian products. 
Tomorrow a demonstration will be held in Vigo to 
protest the Canadian Government's actions. 
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[Announcer] For the present, and as a reprisal measure, 
Canadian citizens must obtain an entry visa before 
visiting Spain. According to latest statistics, more than 
130,000 Canadians visited Spain in 1993. Enrique 
Munoz reports: 


[Munoz] [Passage omitted] Another frigate, which is 
already ready to set sail, could be sent to the area. At the 
same time, documents are being prepared to take 
Canada to the International Court of Justice in The 
Hague. Yesterday, Foreign Minister Javier Solana 
sought the support of the European Parliament and 
today he is scheduled to meet the EU's foreign trade 
commissioner to ask him to support the offensive with 
reprisals that are usually the most effective—trade sanc- 
tions. 


Spanish Daily: Spain ‘Violated’ Pact 
BR1403071995 Madrid EL MUNDO in Spanish 11 
Mar 95 p 3 


[Editorial: “Canadian Piracy, Spanish Violation”’} 


[FBIS Translated Text] As a result of developments over 
the past few hours, Canada and the European Union 
{EU] are on the brink of a trade war. What triggered it 
off? The harassment, boarding, and capture (through an 
act of “piracy,” according to Brussels) of the Estai, a 
Galician fishing trawler, by Canadian patrol ships in 
international waters. The reason for the conflict? Hal- 
ibut, a species—similar to turbot—whose fishing 
grounds are between the coasts of Greenland and New- 
foundiand, and which Canada and the EU's fishing 
powers are contending for. Brussel’s reaction? The threat 
of diplomatic and trade reprisals, to be considered over 
the next few days. 


Neither the EU nor Spain in particular are altogether 
right in protesting against the Canadian Navy's action. 
Last fall, Spain, Canada, and the other 13 NAFO 
member countries with fishing fleets in the north- 
western Atlantic agreed to reduce their halibut catch 
quotas. In support of this, the organization's scientific 
committee had warned against the threat of depletion of 
the fishing grounds as a result of excessive fishing, and 
had recommended rationing the catches. It was therefore 
decided to set the maximum permissible quantity of fish 
caught for 1995 at 27,000 tons overall. For Spain, this 
meant a rec on from 40,000 to caly 3,400 tons. 
Canada req cd a moratorium on fishing, which 
NAFO acce; .cd. Spanish ships, however, continued 
fishing in the area, thus contravening the adopted deci- 
sion. 


Canada’s response is inadmissible. To begin with, 
Canada unilaterally proclaimed its right to act outside 
the 200-mile jurisdictional limit. Secondly, its patrol 
ships opened fire on a defenseless trawler and then 
captured it—all of which constitutes an act of violence 
and plunder whereby Canada has attempted on the life 
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of another country’s citizens. As if this were not enough, 
the Canadian authorities intend to retain the Estai. 


However, this does not detract from the truth the fact 
that Spanish fishing trawlers did violate the terms of an 
agreement which Madrid had subscribed to. The Gali- 
cian shipowners are saying the government is respon- 
sible. Indeed, the government must assume its share of 
responsibility. it must not be forgotten that the Agricul- 
ture minister maintained a half-hearted and ineffectual 
position during the negotiations leading to the agree- 
ment. Despite the fact that Spain is one of NAFO’s 
member countries with the largest presence in these 
fishing grounds, [Agriculture Minister] Atienza was 
unable to obtain a higher quota and came back from 
Brussels with the meager 3,400 tonnes limit. All this is 
seriously jeopardizing this sector’s future. The reduction 
of Spain’s quota may lead to the disappearance of 7,000 
jobs. 


Furthermore, the government paid no heed when two 
months ago Vigo's fishing associations warned of the 
danger of unilateral actions on the part of Canada. The 
Estai incident had to take place before the authorities 
finally reacted by sending an escort ship to the area. 


This episode cannot be divorced from a more general 
problem. As Greenpeace has already pointed out, the 
solution to this conflict necessarily involves re- 
negotiating the agreement multilaterally so as to recon- 
cile the various parties’ interests while at the same time 
recognizing the need to preserve the fishing grounds. 


INTERNATIONAL AFFAIRS 3 


G-7 Officials Hold Talks on Stabilizing Currency 
Markets 

OW 1403004195 Tokyo KYOD© := English 0007 GMT 
14 Mar 95 


[FBIS Transcrib.d Text] Paris, March 13 KYODO— 
Deputy finar.ce ministers and central bankers from the 
Group of Seven (G-7) nations met Monday [13 March] 
to discuss measures to stabilize world foreign exchange 
markets, where the Japanese yen and German mark were 
soaring against the U.S. dollar. 


Problems in the unstable European Monetary System, 
such as the devaluation of the Spanish peseta, were also 
examined at the Paris meeting. 


The participants in the G-7 deputies meeting included 
Kosuke Makahira, Japanese vice finance minister for 
international affairs, and Lawrence Summers, U.S. Trea- 
sury undersecretary for international affairs. 


The financial and momentary experts from Britain, 
Canada, France, Germany, Italy, Japan and the United 
States are expected to continue their debate Tuesday. 


Simultaneously, a separate meeting will also be held on 
the exchange rate problems in Paris on Tuesday and 
Wednesday, in a gathering of participants in the G-7 
deputies meeting, and their counterparts from the Neth- 
erlands, Switzerland and Sweden. 
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— Daily: Yeltsin ‘Completely Exhausted’ 
it 

BR1003135995 Madrid ABC in Spanish 10 Mar 95 p 21 
[Editorial: “Disheartening Meeting”] 


[FBIS Translated Text] Moscow yesterday hosted a 
meeting which embodies perfectly the low point which 
European politics are experiencing. On the one hand, 
there is the triumvirate which is right now directing the 
foreign policy of the European Union: Klaus Kinkel, 
who leads a political party (that of the German liberals) 
which is on the brink of electoral extinction; Spanish 
Foreign Minister Javier Solana, whose ability to think 
out reason the complex problems of international diplo- 
macy is not proverbial; and the man who is right now 
acting as the two men’s leader—Alain Juppe, who is not 
experiencing his best time in the French Government, in 
which he is severely at odds with Prime Minister 
Edouard Balladur over domestic political problems of an 
electoral nature. 


Facing this hardly dashing delegation, the Russian inter- 
locutor is a president who (as one of the best experts on 
20th century European politics, who is also a prominent 
protagonist of them, Archduke Otto von Habsburg, has 
just stated in Madrid) is in his final hours and sees rising 
before him a candidate who may seem weak today but is 
much stronger than Adolf Hitler was in the fall of 
1932—Vladimir Zhirinovskiy. And it should be recalled 
that the Nazi dictator attained power 30 January 1933. 


The hope which Yeltsin represented at the time of 
Mikhail Gorbachev's fall has been repeatedly extolled on 
the pages of ABC. Yeltsin dared to break with a political 
structure which was that represented by the Soviet 
Union, embodied in Mikhail Gorbachev; a man who was 
not controlling events but confined himself to gliding 
like a surfer on the gigantic wave formed by them until 
that impressive movement of water broke and buried in 
its depths that little man who thought only of keeping the 
wave alive and making the West believe that he was the 
person whom the free world needed as an interlocutor. 


Boris Yeltsin obtained a blank check, and at this point 
has completely exhausted the credit which he received. 
The Russian Army's conduct in Chechnya, contrary to 
the opinion of Russian personalities as respectable as 
Aleksandr Solzhenitsyn, winner of the Nobel Prize for 
literature, is a tragic instance of the aberration which 
power can reach. The state exists to serve the pecple— 
not vice versa. The Chechens have never been an integral 
part of Russia of their own volition, and the blood shed 
now in order to keep them in the federation will not 
serve to kill their yearning for freedom. 


In the light of this butchery, the Twelve [as published], 
represented by Juppe, Kinkel, and Solana, have gone to 
the Russian capital in order to try to negotiate with 
Moscow a minimum degree of respect for human rights 
before approving the already agreed pledge of financial 
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assistance for the Russians. The delay in its implemen- 
tation has been used by the Kremlin to accuse the EU of 
fighting a trade war with base weapons. Rather, it is the 
policy followed by Moscow which is unacceptable, some- 
thing of which that triumvirate is fortunately aware, . 


EU Troika Gives Yeltsin ‘Political Signal’ 
BR1303140695 Paris LE FIGARO in French 10 Mar 95 
ps 


[Report by Laure Mandeville: “Diplomatic Offensive on 
Chechnya”™] 


[FBIS Translated Excerpt] [passage omitted] After mod- 
estly resisting all the pressure on Moscow in late January 
in the name of not interfering in Russian internal affairs 
and out of loyalty to Yeltsin, the EU is changing its 
tactics. The approach is a simple one: Using the carrot of 
the interim trade agreement, which will offer Russia the 
most favored nation clause, in order to make better 
progress with the Chechnya issue. The EU is trying to 
make Russia face up to its responsibilities and the 
human rights commitments it made within the OSCE 
[Organization on Security and Cooperation in Europe] 
and in the text of the partnership agreement. Its position 
as the leading economic partner—Europe contributes 80 
percent of total aid to Russia—means it is a weighty 
interlocutor. That is the emphasis in the French minis- 
ter’s entourage. 


‘Political Signal’ 


“We have come to say to the Russians that we want to 
enhance our political and economic partnership. How- 
ever, this partnership can only be slowed down by the 
war in Grozny,” Alain Juppe summed up. The approach 
taken by the “Troika” [last, present, and next EU pres- 
idents] must therefore be understood as “a political 
signal.” 


The Russians are reacting defensively to this “diplo- 
matic mini- offensive.” “I found Boris Yeltsin to be 
extremely relaxed,” the French minister noted. “He 
explained to us that the cease-fire in Chechnya that we 
are demanding has almost been achieved, and that he 
was endeavoring to find a political agreement on the 
ground in order to move toward elections. What could 
we say?” 


On the eve of the “Troika’s” arrival, Deputy Foreign 
Minister Nikolaiy Afanassevski had reacted strongly to 
the announcement of a freeze in the interim agreement, 
calling it a “political excuse concealing trade consider- 
ations.” The tone taken by the Russian president and his 
minister, Mr. Kozyrev, was more measured. They acted 
as if it was all just a matter of time. However the 
arrangements for sending an OSCE mission to Chechnya 
have yet to be clearly defined. As for the cease-fire and 
the political dialogue on the ground, we are well aware of 
the difficulties the Russians are having in finding serious 
interlocutors, apart from General Dudayev. 
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So, the European “Troika” started off on a rather 
relaxed climate that emerged from the Moscow talks, it is 
hard to say what concrete decisions this visit will lead to 
given the confusion reigning within the Russian power 
structure. As for the Kremlin, it will recover quickly 
from these European jabs. A major from the 
cn es ee, led by IMF Director Michel 
Camdessus. The delegation is to award Russia a loan of 
$6.3 billion. 


EU Commission Head Santer Views Goals, Policy 


AU1403105195 Hamburg DER SPIEGEL in German 
13 Mar 95 pp 154-156 


{Interview with EU Commission President Jacques 
Santer by Heiko Martens and Marion Schreiber in 
Brussels; date not given: “A Trade Association Is Not 
Enough”} 

[FBIS Translated Text] [DER SPIEGEL] Mr. President, 
the European Monetary System [EMS] is once again 
being shaken up a lot. The Spanish peseta and the 
Portuguese escudo had to be devalued. Is the planned 
monetary union in danger as a resu!t? 


[Santer] On the contrary, the turbulence has shown how 
important it is that we have a common currency as 
quickly as possible. This is the only way we have of 
keeping such disturbances away from Europe. 


[DER SPIEGEL] Obviously, most European countries 
are still far from being able to afford a common currency. 


[Santer] In the beginning not all countries will partici- 
pate in the monetary union. However, the exchange rate 
system in Europe would certainly be firmer if it were 
determined by a stability- oriented unified currency. 
Furthermore, the unrest on the market and the way in 
which it was settled has proved once again that the EMS 
is working well. 


[DER SPIEGEL] In which way? 


[Santer] In politics one always has to think of alterna- 
tives. What would have happened if we had not had the 
EMS? Then there would not just have been the jointly 
decided devaluation of peseta and escudo but also a 
currency crisis in Europe, which would have endangered 
the singie market. 


[DER SPIEGEL] The point is not just escudo and peseta. 
The French franc was also under pressure. 


[Santer] For political reasons, not economic. The situa- 
tion will calm down quickly. In any case, we will not 
allow ourselves to be diverted from the introduction of a 
common European currency by the date based on 


the completely exaggerated events of the past week. 


[DER SPIEGEL] The German mark was the glorious 
winner of the latest currency massacre. Is it not all the 
more difficult now to tell Germans that they are soon 
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expected to give up their pride and joy for the benefit of 
a dubious European currency? 


[Santer] The Germans can and should give up the mark 
only if it is replaced with a common currency that is at 
least as strong as the mark. 

[DER SPIEGEL] If there had already been a European 
currency last week, would it have triumphed over inter- 
national speculation? 


[Santer] The ECU will certainly assume the position of 
the mark between the yen and the dollar. 


[DER SPIEGEL] And all this on | January 1997 already, 
as envisaged in the Maastricht Treaty? 


[Santer] As president of the EU Commission, I am 
committed to adhering to the Maastricht Treaty. The 
treaty sets out two dates for the beginning of the third 
stage: 1997 and 1999. Now we are heading first for 
1997—hoping that a majority of the countries fulfill the 
stability criteria necessary for membership by then. 
[DER SPIEGEL] Next year, the government conference 
on EU institutional reforms will be held. Is it currently at 
all conceivable that the Maastricht Tr-aty is to be 
continued? 


[Santer] Let me, first of all, explain how [ see Europe; it 
shows what I want to achieve. The worst thing for me is 
people's great loss of sympathy for the EU. A gap has 
developed between citizens and European politicians. 
We must bridge this gap. 

[DER SPIEGEL] Okay, but how? 


[Santer] What annoys the people? What do they not 
understand? We have a rich union composed of highly 
industrialized countries. Nevertheless, 18 million are 
unemployed and 52 million live on the brink of poverty. 
Unemployment must be reduced drastically. 


[DER SPIEGEL] No one will contradict that. However, 
economic policy is still largely the business of the indi- 
vidual member states. 

[Santer] But we have the Common Market. It is our 
business in Brussels to make sure that it works. And 
there we can do a lot: ensure competition, make the labor 
market more flexible, and promote new developments 
such as the information society. This is possible only if 
all 15 member states pursue a convergent policy 
together. And that is what I want to achieve from 
Brussels. 


[DER SPIEGEL] What else do you promise? 


[Santer] Day by day the people see on television what is 
happening in ex-Yugoslavia, in Chechnya, in Rwanda. 
And big, rich Europe watches helplessly and does not 
play a role on the international stage. 


[DER SPIEGEL] What should a common foreign and 
security policy be like? Who should determine it? 
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[DER SPIEGEL] How long is this conference supposed 
to take? Nine months, like the Vienna Congress? 


[Santer] We needed six months to prepare the Maastncht 
Treaty. | do not know whether we will be as fast with 
Maastricht Il. However, it is decisive for the EU's future 


ther development will be in danger. 


[DER SPIEGEL] What would happen to Europe if this 
conference were to fail? 


[Santer] We have firmly promised the Central European 
states that they can become members. The conference 
must decide whether or not enlargement wil! be primed 
[DER SPIEGEL] And what happens if the British refuse? 
[Santer] Then we will get an extended free trade zone. 
This cannot be our goal. Therefore, it is impossible to let 
1996 pass without making profound changes in the 
Maastricht Treaty. 

[DER SPIEGEL] Expansion to the cast will lead either to 
more integration in Europe or drive the EU apart. 
[Santer] Quite so. We cannot continue work as in the 
past with 20, 25, or perhaps even 27 member states. 


[DER SPIEGEL] There would not be enough spheres of 


[Santer] ...the Commission, which makes decisions as a 
collegium, would not work at all anymore. 
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[DER SPIEGEL] Would you, as the small state of 
Luxembourg, be willing to relinquish a commissioner? 


[Santer] Every member state should retain a commis- 
sioner, but only one. 


[DER SPIEGEL] This will particularly please the big 
countries that now have two. Should your successor be 
elected by the parliament, and should he be given the 
right to compose his team himself, just as the chancellor 
in Bonn does with his cabinet? 

[Santer] This would be ideal. However, it is doubtful that 
we will be able to push this through. Still, the president 


should at least be given a grater mght to participate in 
selecting the Commission members. 


[DER SPIEGEL] Should the deputies in the European 
Parliament also be given more power? 


[Santer] The current confusion must be settled at least. 
For instance, currently there are eight different proce- 
dures for participation and co-determination. No one 
knows his way around anymore. The parliament needs 
clear nghts to participate in decisionmaking. 


[DER SPIEGEL] What will Europe look like after the 
government conference? 


[Santer] Of course, we will not have a traditional federal 
state. However, I hope that the Union will be strength- 
ened. We must set down clearly who is to do what: the 
regions, the national states, the supranational institu- 
tions. We need a distribution of responsibilities 
according to institutions that must be liable to the 
European Court of Justice. 


[DER SPIEGEL] NEWSWEEK called you a “federalist 
out of conviction.” Did Major, when he rejected Belgian 
Prime Minister Dehaene because of federalistic machi- 
nations, actually get a worse version in you? 


[Santer] Dehaene and I have many things in common. 
We corne from the same party background, we have been 
friends for many year». 


[DER SPIEGEL] You dream of Europe as a federal 
state? 


[Santer] I do not want to say federal state—in any case, 
I do not think that the establishment of a traditional 
federal state would be realistic. We will not abolish 
presidents, chancellors, and kings in Europe. However, I 
am striving for a union in which supranational elements 
are strongly represented, just as the founders of the 
European Community wanted it. There are already var- 
ious rights that have been irrevocably transferred to EU 
institutions. Europe's establishment as a state has 


already begun. 


[DER SPIEGEL] Obviously, it is difficult to give this 
construct a name. Wolfgang Schacuble, chairman of the 
Christian Democratic Union/Christian Social Union 
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Bundestag group, recently spoke of “Europe's nature as a 
state sui generis.” What will its status be, in the end? 
[Santer] We must create a state that has no precedent in 
history. It would be nice if we found a catchy name for it. 
Hows ver, it is more important that we not lose sight of 
the « ‘rection established by Jean Monnet, Europe's 
ae ae. Europe needs a supranational identity. 

Mer< ntergovernmental organizations or a trade associ- 
ation are not enough. 


[DER SPIEGEL] Mr. President, thank you for this 
interview. 


Survey Estimates Cost of Change to Single 
Currency 


MS1403111895 London FINANCIAL TIMES in 
English 14 Mar 95 p I! 


[Report by John Gapper: “Move to Single Currency Will 
Cost EU Banks ‘Up to 8 Billion Pounds”) 


[FBIS Transcribed Text] Banks in the European Union 
will have to spend between three and four years pre- 
paring for a single currency and between Ecu8bn and 
Ecu!Obn (6.3bn and 7.9bn pounds) on implementing it, 
says a study published yesterday by the European 
Banking Federation. 


Leaders of the federation—the trade organisation for 
European commercial banks—urged governments to 
produce the technical specifications for a single currency 
quickly to allow banks to make the change smoothly after 
European Monetary Union [Emu]. 


The Emu timetable envisages “rapid introduction” of a 
single currency after the start of the third stage of 
Emu—when exchange rates are locked. That is due 
between the start of 1997 and the beginning of 1999. 
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The federation estimated a single currency would cost 
banks the equivalent of 2 per cent of Operating costs for 


The British Bankers’ Association [BBA] said 2 per cent 
of UK banks’ operating costs would be 914m pounds at 
1994 prices. 

Changes to information technology would account for 
436m pounds of this, and stationery and marketing 
changes would cost 284m. 


The study was based on a survey of 110 European banks 
in 14 countries. 


would cost retail banks up to Ecu225m each. 

The federation’s study assumes a “big bang™ conversion 
in which countries would switch to a single currency in 
one step rather than operating with dual currencies for a 
time to smooth the conversion. The study also assumes 
all EU countries participate in monetary union at the 
same time. However, the BBA said it would not add 
significantly to UK costs if the UK delayed its switch to 
a European currency. 

The costs to businesses and individuals of switching to a 
European currency are not included in the estimate. 
Neither is the cost of changing inter-bank payment 
systems, which are being estimated in a separate survey. 


The federation said it thought the cost was manageable 
but would “significantly burden the income statement of 
banks for several years”. It urged authorities to produce 
“an early, definitive scenario” for a single currency. 


Mr Mick Williamson, project director of the study of UK 
banks’ costs, said politicians would have to “take all 
necessary decisions this year, and put all the prepara- 
tions in place” in order to allow a single currency by 
1999. 
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Government Warns UK Firms To Maintain liag 
Sanctions 


LD1303171995 London PRESS ASSOCIATION in 
English 1709 GMT 13 Mar 95 


[By Andrew Evans, Lords Staff, PA News] 


{[FBIS Transcribed Text] British firms were warned by 
the Government today against joining any atiempt to 
break United Nations sanctions against Iraq, amid 
reports of other states trading with Baghdad. 


Trade and Industry Minister of State Earl Ferrers said at 
question time: “There are those people and sometimes 
those countnes who try to seek a way around a regulation 
im order to try to benefit themselves momentarily and 
personally. I deplore that totally. It's up to each country 
to enforce \)N sanctions as besi they can and, as far as | 
know, they are all doing it correctly. If there is any 
evidence that any country is breaking the sanctions, | 
would be glad to know of it.” 


Labour's Lord Haske! had spoken of “pressure on some 
UK companies to engage in sanctions-busting on the 
grounds that. if we don't trade with Iraq, other firms and 
other countries will get in first”. 

He said two groups of 25 traders had visited Baghdad in 
recent months and this had been propaganda for Saddam 
Husayn. 


Earl Ferrers replied: “If that is so, it is highly regrettable. 
If companies feel they are being pressured into sanc- 
tions-busting, I hope they would have the good sense to 
reject it.” 

The minister added: “We intend to apply the sanctions 
rigorously and any company that tres to break these 
sanctions is doin a disservice to this country and the 
world.” 

Liberal Democrat Lord Avebury spoke of 1,200 trucks a 
day crossing between Turkey and Iraq and bringing back 
oil in contravention of UN resolutions. 


Former European Commissioner Lord Clinton-Davis, 
for Labour, added: “There is a carefully orchestrated 
campaign being undertaken by the Iraqi government, to 
which some very ill-advised businessmen—not only here 
but in France—seem to be subscribing.” 


He said France seemed to be taking « <9fter line on the 
conditions for lifting sanctions. 

Sinn Fein’s Adams Leaves for U.S., Talks With 
Clinton 


LD1103130395 London PRESS ASSOCIATION in 
English 1135 GMT 11 Mar 95 


[By Chris Parkin, PA News] 


[FBIS Transcribed Text] Sinn Fein leader Gerry Adams 
insisted today that no secret deals had been struck with 
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President Bill Clinton to secure the go-ahead for his 
controversial fund-raising visit to the United States. 
As he prepared to board a flight at Dublin airport, Mr 
Adams also stressed thet any money raised during his 
10-day stay in America would be ploughed into Sinn 
He deciared: “There should be no sense of this trip to the 
States being part of any behind-the-doors deals. 

“The president did the right thing in order to build 
co? /drr-e in the peace process and I think the visit will 
havc that affect and move the peace process ahead.” 


Mr _Ad4ers also hit out at what he called the “begrudg- 
ery” of British ministers who have been critical of the 


American authorities for authorising his trip—opening a 
deep rift in the Anglo- American relationship. 


Northern Ireland Secretary Sir Patrick Mayhew accused 
Washington of switching its anti-terrorist position 
without concessions from Sinn Fein after it was dis- 
closed Mr Adams was expected to have lunch with 
President Clinton at the White House on St Patrick's 


Day. 


But Mr Adams praised Mr Clinton's decision to grant 
him a visa to enter America for the fourth time in little 
more than a year and permit him to launch a fundraising 
drive for Sinn Fein. 


“The President's engagement in the peace process has 
been positive and helped move it on. I want to commend 
him for that.” 


He added: “The situation about moncy that will be 
raised is very straightforward and is transparent. We 
have employed legal and other assistance on this. We 
also have a very prestigious firm of accountants and the 
money is quite clearly for Sinn Fein, to develop the party 
and so on.” 


Mr Adams repeated that he had been involved in no 
deals on the issue of decommissioning IRA arms in order 
to secure his US entry visa. 


“Wie have to remove all the guns permanently from Irish 
politics—that is the objective and has been Sinn Fein’'s 
aim for some time. 

“We must all use our influence as part of any evolving 
peace process to bring that about. Irish Prime Minister 
John Bruton and I are agreed on that.” 


He claimed the Br.tish Government had yet to match the 
“courage” of the IRA initiative last year in halting their 
military operations. 

“We should not be diverted from the main task which is 
to bring about a permanent negotiated peace settlement 
and remove all of the guns from Irish politics. 


“The equality of treatment afford to us by the US 
President should be matched in our own country.” 
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Asked what he would be saying to President Clinton, Mr 
Adams replied: “Happy St Patrick's Day.” 


The first of Mr Adams’ two meetings with Mr Clinton 
takes place on Thursday [16 March] at a lunch being 


OS Se ae oe 


The second is on St Patrick's Day in Washington's White 
House when the president hosts a reception in honour of 
the visiting Mr Bruton. 


But he will move in fundraising activities within hours of 
his arrival in America. 


The first of these is tomorrow afternoon in New York's 
Queen's Tower Centre and later that day he is te receive 
a peace prize awarded by the New York breach of the 
Ancient Order of Hibernians. 


Whik in the US Mr Adams will also take part in book 
signing operations and meeting a number of other senior 
American politicia.is—including Senator Edward 
Kennedy—as well as leading members of Mr Clinton's 
administration. 

After functions in New York, he goes to Washington on 
a Oe ee ae See ae Oe 


The bureau there is being run by a new organisation 
ee ee oe ee 


The following day he returns briefly to New York, 
attending a dinner where the US ambassador in Ireland 
Jean Kennedy Smith—a sister of the late presid-nt— :s 
to receive an Irish-American of the Year award. 


After that Mr Adams goes back to Washington for the St 
Patrick's Day events. He reirns to Dublin on March 20. 


Ulster Unionists were infuriated by the trip. The increas- 
ingly ill-tempered dispute looked set to cast a damaging 
shadow over a visit to Washington by the Prime Minister 
in three weeks’ time. 


Ulster Minister Malcom Moss warned P resident Clinton 
that he would have to “live with the consequences” of 
allowing Sinn Fein to raise funds. 

Unionist leaders angrily turned down similar invitations 
to the White House and condemned Mr Clinton for 
bowing to pressure from the powerful Irish American 
lobby. 


The Rev lan Paisley, head of the Democratic Unionists, 
said: “The British Government told us there would be no 
substantive talks until the IRA had given up their arms. 


“The British Government has done a U-turn on that and 
under pressure from America is prepared to talk without 
the dismantling of the most terrible killing machine.” 

Ulster Unionist MP Ken Maginnis said: “One should 
not be surprised that the Irish American vote is more 
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important to a one- term president than the efforts to 
achieve permanent peace in Northern Ireland. 


“The appearance of Gerry Adams at the president's table 
is obscene and will not be made respectable by the 
presence of any Ulster Unionist.” 


Sinn Fein Refuses Assurance of Arms Surrender 


L.D1203173795 London PRESS ASSOCIATION in 
English 1724 GMT 12 Mar 95 


[By Gavin Cordon, Political Correspondent, PA News] 


{[FBIS Transcribed Text] The Northern Ireland peace 
process appeared stalled tonight after Sinn Fein refused 
to offer ary assurances over the surrender of IRA arms. 


Martin McGuinness, the leader of the party's delegation 
in exploratory talks with British officials, said that it 
would not be “realistic or sensible” to expect Sinn Fein 
to go to the IRA and demand it decommission its 
weapons. 


The Government is seeking a commitment to “serious 
and substantive” discussions on the thorny issue of 
decommissioning before ministers will s.i down for 
direct talks with Sinn Fein. 


Mr McGuinness however, in an interview with LWT's 
ap een po tpg i 

. accused ministers of adopting a “negative” 
cepuenh end of “Gilliinn to aneaad” 


“We are not going to be put into a position where the 
British Government attempts to undermine Sinn Fein's 
involvement with the peace process by putting Sinn Fein 
into a position where Sinn Fein come: into conflict or 
confrontation with the IRA,” he said. 


Instead he sought to step up the pressure on the Govein- 
ment, insisting it was “inconceivable” that ministers 
would not meet Sinn Fein and hinting at a possible 
return to IRA violence if progress was not forthcoming. 


“Who can say what will happen in a situation where the 
British Government turns around to everybody... and 
says that they are not going to meet Sinn Fein, tha: there 
is NOt going to be all-party talks?” he said. 


His comments were further unwelcome news for John 
Major, coming amid growing signs of discontent among 
Tory backbenchers who believe ministers have already 
conceded too much to Sinn Fein. Up to 30 Conservative 
MPs were expected to sign a Commons motion this week 
critical of the Government's statement last week thai 
ministers could begin direct talks with Sinn Fein before 
the IRA had given up any of its weapons. The motion’s 
sponsors believe that represents a climbdown by the 
Prime Minister who last December declared rere would 
have to be “huge progress” on decommiss‘oning before 
ministers would meet Sinn Fein 
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The MPs include Andrew Hunter, the influential 
chairman of the Tory backbench Northern Ireland com- 
mittee, who has so far publicly supported the Govern- 
ment’s handling of the situation. His decision to join 
those pro-Unionist MPs openly critical of the peace 
process underlines the depth of concern on the Conser- 
vative benches over developments in the Province. 


Ulster Unionist security spokesman Ken Maginnis, who 
drew up the motion, said its timing meant that it could 
attract significant support among Tory MPs. “People 
have been talking about inconsistencies in the Govern- 
ment’s position. There is disquiet, there is no doubt 
about it,” he said. 

David Wilshire, Tory MP for Spelthorne who was last 
week involved in a heaied exchange with Northern 
Ireland secretary Sir Patrick Mayhew on the floor of the 
Commons, said he strongly supported the motion’s aims. 
“I sincerely hope that a very large number of people will 
sign it forthwith. The Government have got to under- 
stand that peace bought at too high a price is not peace at 
all. It is abject surrender,” he said. 


Downing Street tonight dismissed a claim by Sinn Fein’s 
Northern chairman Mitchel McLoughlin that direct talks 
with ministers could begin some time this week. A 
spokesman said that there were not even talks planed 
for this week between officials and Sinn Fein. 


Sinn Fein’s McGuinness Views Commitment to 
Peace 


MS1303150595 London ITV Television Network in 
English 1310 GMT 12 Mar 95 


{Intcrview with Martin McGuinness, Vice President 
Sinn Fein, by Jonathan Dimbleby, in Belfast; from the 


“Dimbleby” program—live] 


{FBIS Transcribed Text} [Dimbleby] Mr McGuinness I 
want to test your commitment to the peace process. 
Before entering direct talks with you the Secretary of 
State (Sir Patrick Mayhew] want's you to make clear that 
you will give him assurances about your commitment to 
get rid of weapons. Can you give such assurances? 


[McGuinness] Well Sinn Fein's position is quite clear 
and has been clear for some time. Our project is to take 
the guns, all the guns, British and Irish out of Irish 
politics, that’s what we're about. And what people have 
to recognise and understand is that Sinn Fein have been 
involved in this process for quite some time. Not just 
since the start of the cease-fire, but for many years 
before. Three or four years ago we produced a document 
towards a lasting peace. If you read that document I 
think you'll see all the signs of the process that we're 
involved in at the moment. 


[Dimbleby] Where we are now is that if ministers are to 
join talks with you, the Secretary of State want’s more 
from you than you have so far publicly stated. He say’s, 
and this is through the Northern Ireland office this very 
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morning, “we've seen the Sinn Fein statement”, this was 
the statement of Gerry Adams [Sinn Fein President] the 
other day, “that ministers do not believe that the state- 
ment in itself provides the assurances necessary for 
ministers to participate in dialogue.” Are you prepared 
to give any further assurances? 

{McGuinness} Well I'm very sorry to year that the 
Secretary of State has taken this attitude, although I’m 
quite surprised by it. What you have to recognise is that 
I have been a contact with representatives of the British 
Government for almost five years, never at any stage 
during those five years was the issue of decommissioning 
of IRA weapons ever mentioned, not once ever alluded 
to on one occasion, and it is only since the IRA cessation 
of the 31st of August last year, which is now six months 
old, that the British Government have actually changed 
the rules and shifted the goal posts, and I think that that 
is a very unfortunate and negative position for the 
British Government to be at. 


[Dimbleby] Whether that is, or whether it isn’t, it is the 
present position, and you say that you are committed to 
the cease- fire and the process which would lead to talks. 
Given that, let me raise with you the conditions that he 
wants from you, the assurances that he wants from you. 
He say’s that he wants you to indicate, before ministers 
will start talking to you directly, your willingness to 
disarm, the term is progressively. Can that be something 
that you can indicate? 


[McGuinness] Well you see, Sinn Fein is not in a 
position to disarm anything or anybody, Sinn Fein does 
not have weapons. When I go to Stormont as a leader of 
a Sinn Fein delegation to meet British Government 
officials, I go there on the basis of Sinn Fein’s elected 
mandate. At the last local government elections, here 
and in the North, one in eight of the electorate supported 
Sinn Fein. We have a right to be involved in talks, and 
the British Government doesn’t have any right to pre- 
vent us. Now on the issue of whether or not the British 
Government are imposing a pre-condition, an obstacle 
to talks. I think that most people who have viewed this 
process and recognised that Sinn Fein has been at the 
heart of this process for some quite considerable time. I 
think we will be surprised if the British Government are 
saying, at this stage in the process, that they are not going 
to meet with Sinn Fein. 


[Dimbleby] You say that you are separai: from the IRA. 
Taking that at it’s face value, you would not say, how- 
ever, that you don’t have close links with the IRA, that 
you don’t have influence with the IRA, would you? 


[McGuinness] Oh I think everybody has influence in the 
situation which we presently find ourselves. The British 
Government obviously has great influence on the British 
Army, the loyalist political parties have influence on the 
loyalist death squads, and unionist leaders have influ- 
ence on the RUC [Royal Ulster Constabulary], every- 
body has influence, and I think it’s whether or not we are 
going to use that influence constructively or negatively, 
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and Sinn Finn is quite committed to using it’s influence 
in a constructive way to further the peace process, 
because what we all have to recognise is that we have, for 
the first time in over 70 years a very real opportunity to 
end the suffering and tragedy which has afflicted all of us 
since the partition of Ireland. 


[Dimbleby] Nonetheless where we are, if you want to talk 
to ministers you have to use that influence to satisfy the 
Secretary of State on a number of things, that is very 
clear. Can you offer an assurance that if they some in to 
talks with you directly, those ministers, that you will 
ensure that that facilitates the process by which you can 
Say, yes we undertake to use our influence to say that 
weapons by the IRA must be surrendered, or given up, 
disarmed progressively, that is a process which ends with 
no arms. Are you prepared to offer that? 


[McGuinness] Well you see this process is about a total 
decommissioning... 


{Dimbleby, interrupting] You've said already, you've 
said that already? 


[McGuinness] It’s very important to state again because 
the mistake which most media people make—they zero 
in on the issue of IRA arms as if there isn’t a problem 
about the RUC and it’s arms, as if there isn’t a problem 
about the British Army and their arms, as if there isn't a 
problem about the loyalists and their arms. What we are 
looking for is a total decommissioning of all weapons, 
and that’s where Sinn Finn is prepared to use its influ- 
ence to bring that about, but we also have to recognise 
that other things have to be decommissioned as well. It’s 
important to point out that the British Government 
must give a commitment, but it’s not a pre-condition 
from our point to decommission in equality, to decom- 
mission in justice, to decommission discrimination, 
which have all been at the heart of the existence of this 
state. 


[Dimbleby] Let’s stay in the world that we are now in, let 
us say that the British Government is prepared to 
discuss, in their terms, all those thinks that you have just 
put in your terms. What the Secretary of State will want 
to know is, are you willing, or are you not willing to say, 
before the ministers come in, yes amongst other things, 
when you come in we will discuss ways in which, not 
only in principle, we can achieve total disarmament, but 
work out the ways that would practically bring that into 
effect—verification etc.? 


[McGuinness] Well you see, what you’re asking Sinn 
Fein to do... 


[Dimbleby, interrupting] What the Secretary of State is 
asking Sinn Fein to do? 


[McGuinness] Well, what the Secretary of State and you 
are asking Sinn Fein to do is to be part of what the 
British would call *the medalities of decommissioning of 
IRA weapons’. Sinn Fein is not a military organization, 
you have to understand that. 
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[Dimbleby] Are you saying to the Secretary of State—I 
can do nothing for you, I have no influence in this 
regard, or are you saying, or are you prepared to say, 
because you said you do have influence... 


{[McGuinness, interrupting] Everybody has influence. 


[Dimbleby] Yes, and you have influence with the IRA. 
Are you prepared, or are you not prepared to say to the 
Secretary of State, in reizrn for you as ministers coming 
to talk to me, yes I will undertake to work out with you 
ways in which we could put into practical effect the 
process of decommissioning? 


[McGuinness] Sinn Fein is prepared to use it’s influence 
constructively, let there be no doubt about that whatso- 
ever, but we’re not going to be put into a position where 
the British Government attempts to undermine Sinn 
Fein’s involvement in the peace process, by putting Sinn 
Fein in a position where Sinn Fein comes into confron- 
tation, or conflict with the IRA, because that would be a 
serious mistake, and would ultimately be very damaging 
for the peace process. 


[Dimbleby] Are you saying that these conditions, which, 
or assurances that are sought by the Secretary of State, if 
you sought to bring them about, would bring you into 
conflict with the IRA? 


[McGuinness] Well what I’m saying, quite clearly, is that 
the issue of decommissioning of weapons is a very 
difficult area indeed, recognised by the British Govern- 
ment themselves, because in the course of five years it 
was never mentioned it once during discussions. Now, 
since the IRA cease-fire, it has gained increasing prom- 
inence because the IRA have inflated life into the pro- 
cess. I think that this has actually taken many people in 
the Dublin Government quite by surprise, and I also 
believe that there are many people within the British 
establishment itself who are quite surprised, and many 
people in the British military, who are quite surprised 
that the British Government are actually opposing this as 
a pre-condition to talks, because I think that all of them 
would recognise it’s a very very serious mistake at this 
stage in the peace process, to be placing obstacles in the 
road of talks. 


[Dimbleby] Are you saying, because you think it’s a 
mistake, that it is not on, we will not give those assur- 
ances that the Secretary of State asks for. Is that what 
you're telling me? 


[McGuinness] Sinn Fein is quite prepared to be positive 
about this process because... 


[Dimbleby, interrupting] It’s very simple, you can either 
give assurances, or you can say I’m sorry we can’t give 
assurances. You can’t say we're just going to be positive? 


[McGuinness] We can't accept the British Government 
placing pre-conditions on Sinn Fein’s involvement in 
talks. Sinn Fein is a legal, democratic political party 
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totally committed to peaceful methods of moving for- 
ward, and the reality is, the British Government needs to 
stop treating Sinn Fein as a second-class political party, 
but more important than that, more important than that, 
Jonathan, the British Government needs to stop treating 
the people who vote for Sinn Fein as second-class 
citizens. We have been treated as second-class citizens 
for too long in our own country, and that must end. 


[Dimbleby] If the price of your attitude on this is that 
ministers do not talk to you, your response to that is—so 
be it? 


[McGuinness] That is not iny response to it at all. Sinn 
Fein is totally committed to finding ways ar und the 
[Dimbieby, interrupting] But you've already said they 
won't talk to you unless you offer these assurances, you 
say your not going to offer them? 


[McGuinness] Well I’m quite surprised by that, I mean 
it’s a pity that I have to come to a TV studio in Belfast to 
be told that, when I'm in almost constant contact with 
them through my different associates with [Quinton 
Thomas of the LNO?], and I think that tells us a lot about 
the way the British Government are [words indistinct) 
this process. 

[Dimbleby] The Secretary of State made it perfectly clear 
in a public speech in the United States. 


[McGuinness] I don’t think it’s clear at all because the 
Secretary of State said one thing in the United States, 
and then the next day Michael Ancran [Northern Ireland 
Minister], in another interview, softened the British line 
on it. And now, since that, we’ve had other statements 
from Mr [Ross?], also at the [LIO?], which reiterates the 
position which was outlined in the States by the Secre- 
tary of State, so the British Government needs to get it’s 
act together, and it needs to tell people whether or not 


this peace process is over. 


[Dimbleby] Your saying that if they do not come and 
talk to you, the peace process is over? 


[McGuinness] Well, what I’m saying, quite clearly, is 
that if the British Government is saying that Sinn Fein, 
a democratic political party with substantial support 
within this state, is not going to be admitted to an 
inclusive talks process, then obviously we do not have a 
process, because we all know that the British Govern- 
ment attempted to cobble together a resolution of this 
problem during 1991, and then in [words indistinct] in 
1992, and it didn't work, and one of the principle 
reasons why it didn’t work, apart from the chemistry 
which existed at that time between all of the parties, was 
because Sinn Fein was not involved in it. What we need 
is for everybody to accept that we are going nowhere 
unless we have all-party peace talks, and Sinn Fein has 
played a major role in the development of this process. 
The entire world is looking on at this process, they are 
looking to see the same imagination being used here as 
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de Kierk used in South Africa, as Rabin used in Israel, 
and they are waiting to see whether or not the British 
Government is going to become more enthusiastic in this 
process, and what we all have to recognise is that nothing 
great is ever achieved without enthusiasm. 

[Dimbleby] There will be a lot who will be very inter- 
ested to see, however, whether or not any of these 
assurances can be conceivably be given before those talks 
take place. The Government has made it very clear, the 
Secretary of State has made it very clear that, and | 
quote, “substantial progress must be made in decommis- 
sioning before Sinn Fein can be admitted to substantial 
talks”, that’s the all-party talks. You've said you won't 
accept pre-conditions, as I understand it. There's one 
additional one which is an important condition from the 
Government's point of view, namely that the process of 
decommissioning, to show good faith, to show that the 
practicalities of it can be effective must be demonstrated 
before those talks in the form of some weapons being 
decommissioned. Is that a possibility, or is that out of 
court? 


[McGuinness] That is not a matter for Sinn Fein. If the 
British Government want's to talk to the IRA about that, 
that’s a matter for themselves, but the reality is... 


[Dimbleby] Let's use the form of words that is clear 
between us, and between everyone-—are you prepared in 
that matter to use your influence with the IRA, or are 
you not so prepared. 


[McGuinness] Sinn Fein is prepared to use its influence 
to bring about a total demilitarisation of the situation 
and on the decommission of all weapons whether it be 
unionist weapons, loyalist weapons, British weapons, or 
republican weapons, and I know you may not want to 
talk about this, but the reality is that we have been living 
in a state which has been highly militarised with all the 

ia of war that the British Government have 
used for the last 25 years. We've played a major role, and 
it should be recognised in bringing about a situation 
where in the last six months we have created the first real 
opportunity to resolve a conflict that has affected the 
British and the Irish people from, whenever you care, 25 


years ago, 75 years ago, or 800 years ago. 


[Dimbleby] You've said it, and your entitled to say it, 
and you've said it now twice, conceivably three times in 
this interview... 

{[McGuinness, interrupting] Yes I think it is important to 
say that... 


[Dimbleby] Let me ask you once more this question—are 
you prepared to use the influence that you have to bring 
about a process of decommissioning of weapons before 
all-party talks, or are you only prepared to do that if 
everyone else is decommissioning as well? 


[McGuinness] It is not realistic or sensible to expect, 
under the present peace process, that Sinn Fein should 
go to the IRA and demand that the IRA decommission 
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it’s weapons before Sinn Fein goes into talks with British 
Government ministers. In reality the entire world out 
there is sitting waiting to see whether or not the British 
Government is going to sit and talk with Sinn Fein. 
There's no principle involved in this, Jonathan, because 
I have spoken to British Government ministers before. 
Twenty years ago the British Government brought 
myself and Gerry Adams to [words indistinct] in 
London, where we met the British Secretary of State. 
Now what we have to understand here is, it is not a point 
of principle for the British Government. The British 
Government are delaying the process, they are placing 
obstacles in the road because the British Government 
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and the unionists, who always seem to want to say no, I 
mean, you look for example as to what has happened this 
week with Gerry Adams going to the United States, look 
at when Gerry Adams went to United States last year. 
What is the British Government's attitude to all this? It’s 
just the same as the unionists, it’s no, no, no to every- 
thing, and they need to change, the British Government 
needs to recognise that this process, the peace process 
needs to be developed, that we aii have contributions to 
make, we all have responsibilities, those are grave 
responsibilities, and we [Sinn Fein] are prepared to take 
our responsibilities very very seriously, because we are 
talking about a matter of live and death. 
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Bundesbank Official ‘Cannot See Dollar Losing 
Its Role’ 


AU1403123395 Munich FOCUS in German 13 Mar 95 
p 262 


{Interview with Bundesbank Chief Economist Otmar 
Issing by unidentified FOCUS correspondent; place and 
date not given: “‘Dollar Pressure is Wholesome””’] 


[FBIS Translated Text] [FOCUS] Everyone is talking 
about the weak dollar and the strong mark. But so far, 
every crisis of the dollar has been followed by record 
highs in the German export industry. How is that pos- 
sible? 

[Issing] Short-term extreme developments of the dollar 
are one thing, excessive long-term devaluations another. 
Although pictures of a chaotic dollar may look very 
dramatic, exports are affected only by permanent trends. 
“Crises” sometimes dissolve in that way. 


[FOCUS] Does that mean that things are not so bad after 
all? 


[Issing] Strong devaluations against the mark do, of 
course, result in a certain pressure on industry to lower 
costs in order to remain competitive in world markets. 
That includes labor costs. No company and no national 
economy can escape that worldwide selection mecha- 
nism. 


[FOCUS] Will the weak U.S. dollar result in the loss of 
jobs in Germany? 


[Issing] A strong revaluation of the mark is certainly not 
very helpful for the labor market in the short term. But in 
the long term, one will have to accept that it is not the 
countries that devaluate their currencies who have 
higher growth and lower unemployment rates. 


[FOCUS] What is the net effect: Is the strong mark 
helpful or not? 


[{Issing] The pressure to adapt caused by an expensive, 
revalued currency is sound in the long run. Experience 
shows that very clearly. It even has a relaxing effect on 
the inflation rate in the short term. 


[FOCUS] Is the German economy doing so much better 
than that of the United States? 


[{Issing] The mark is considered a “safe haven.” In view 
of the problems that have by no means been solved in 
this country, one can imagine what other havens may 
look like. 


[FOCUS] Right no half the world is seeking refuge in the 
mark. Even oil magnates are thinking of doing business 
in marks instead of dollars. A compliment to the Bundes- 
bank! 


[Issing] I cannot see the dollar losing its role as the major 
international reserve currency and by far the most 
important transaction currency any time in the near 
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future. According to international standards, the mark 
actually has only modest scope. 


Daily Assesses ‘Problems’ in U.S. Economy 
AU1303151495 Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 13 Mar 95 p 16 


{“Analysis” by Carola Kaps: “The U.S. Economy Will 
Land Softly Only With Luck”’] 


{[FBIS Translated Text] Washington, 12 March—The 
goddess of luck does not seem to favor the U.S. Federal 
Reserve. Four years ago, the Federal Reserve's justified 
hopes failed to break the traditional stop-and-go cycle 
between growth and recession and to turn the U-S. 
economy, gently and without a recession, onto the path 
of stable growth without inflation in the medium term. 
These hopes were shattered because of Iraq’s attack on 
Kuwait and the resulting U.S. military operation against 
Iraq. Today, the turbulences on the international foreign 
currency markets and the dramatic losses of the dollar 
exchange rate once again threaten to ruin the promising 
prospects for a “soft landing.” 


In fact, the basic economic data of the U.S. economy 
could hardly be better. Nevertheless, international inves- 
tors seem to have lost any trust in the “greenback.” The 
Federal Reserve fears that the dollar slump will fan the 
pressure of inflation in the U.S. economy and force 
it—against its will—to further raise the interest rates. 
Even though this would benefit its credibility as the 
guarding of stable prices, it will very likely throw the 
economy into another recession. Thus, the markets 
would have managed to overthrow the Federal Reserve's 
landing maneuver, which has been carefully orchestrated 
over the past 12 months, just at a time when the desired 
weakening of growth finally seems to be taking place. 


In a desperate attempt to stop the markets and to save 
the Federal Reserve's strategy, Federal Reserve 
Chairman Alan Greenspan, being unusually direct, 
stated that the dollar slump is “unwelcome, alarming, 
and greatly exaggerated.” If Greenspan manages to last- 
ingly convince the markets, the Federal Reserve would 
have that bit of luck that it needs to successfully imple- 
ment its “soft landing maneuver.” 


Before the controversial rescue operation for Mexico 
shook the trust in the dollar and caused enormous 
excitement on the foreign currency markets, the Federal 
Reserve could certainly be satisfied with the results of its 
policy. The year 1994 was a successful year for the U.S. 
economy. Thanks to high investments, rising consumer 
spending, and rising net exports, the economic growth 
accelerated to more than 4 percent compared with the 
previous year. 


Fruits of Upswing 


It is even more important that the fruits of the three-year 
upswing benefited many Americans. In 1994, the 
economy created more than 3.5 million new jobs, 
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250,000 of them in the production industry, which are 
generally coveted and wanted as “good, well- paid” jobs. 
Thanks to the dynamic labor market, the unemployment 
rate went down to 5.5 percent, which is the lowest level 
in tour years. Productivity outside agriculture went up 
by 1.5 percent within a year and has given rise to the 
general hope that productivity and living standard will 
go up lastingly. 


However, the President’s economic advisers are still 
warming against excessive expectations: It has not yet 
been possible to provide convincing proof of a lasting 
increase in the growth potential. A prudent, careful 
economic policy must, therefore, continue to orient itself 
toward the current inflation-free growth leeway of 2.5 
percent. 


The most important element of the favorable image of 
the U.S. economic development by far is, however, the 
low inflation rate, which remained below 3 percent in the 
third year in a row. This is pointed out with pride. This 
is a unique achievement for American conditions. With 
seven interest raises since February last year, the Federal 
Reserve essentially contributed to that. 


Federal Reserve Chairman Alan Greenspan says that, for 
the first time since the early 1960's, it has again been 
possible to keep prices relatively stable during several 
years of upswing and to create a stable economic envi- 
ronment in which the households, the companies, and 
the administrative authorities are able to plan with 
grater confidence and to work with greater efficiency. He 
does not leave any doubt that the Federal Reserve 
intends to defend price stability energetically in the 
future, too. It sees price stability as the key for satisfac- 
tory growth rates in productivity, real incomes, and 
living standard. Unit labor costs, which are rising only 
moderately, and the high degree of competition, which 
makes it more difficult to raise prices, continue to make 
things relatively easy for the Federal Reserve. 


Thanks to the relatively stable prices and the lack of 
imbalances in the U.S. economy, economic experts con- 
currently expect solid, even though clearly more mod- 
erate, growth also for this year. On behalf of most 
economic institutes, the President’s economic advisers 
say that the growth will slow down to about 2.5 percent; 
prospects for a “soft landing” are good, since the Federal 
Reserve has steered the right course over the past 12 
months and has put on the brakes early but carefully. 
They think that further raises of the interest rate are 
unnecessary since economic activity is clearly slowing 
down and dampens the inflationary forces. 


Greenspan, too, admits that one can already see a clear 
skid mark in fields that are sensitive to interest rates 
(such as housing construction and consumer demand for 
durable consumer goods). However, it is impossible to 
say already now whether the slowing down of growth also 
rules out any danger of inflation. 
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Too Low Savings Ratio 


Professor Alan Meltzer (Carnegie Mellon University, 
Pittsburgh) advises that the Federal Reserve should stay 
calm and not let itself be tempted to raise the interest 
rates further because of temporary price increases or 
fleeting signs of economic strength; the danger of a 
recession is too great, while, with a steady monetary 
policy, the economy will continue to grow moderately 
and will, at the same time, make progress on the path of 
price stability. 

Economists of the Kansas City Central Bank identify 
export demand, the clear expansion of bank loans, and 
the fact that there are no unwanted stocks in industry as 
the pillars of continuing growth. At the moment, the 
ratio between stocks and turnover is so favorable that 
industrial production need not be reduced because of 
excessive, unwanted stocks. 


The generally positive basic economic data and the 
confidence with which companies and consumers look 
into their economic future cannot, however, cover up the 
fact that saving in the United States is still far too low. 
The economy and the dollar rate have suffered from this 
lack for many years. With a personal savings ratio of only 
4 percent, saving in the United States is less than half of 
what it is in Japan or Germany. 


Over the past 20 years, this lack of saving has made the 
dollar lose 75 percent of its value against the yen and 65 
percent against the German mark. It also makes clear 
that the dollar cannot be helped with short-term interest 
raises, but only with overcoming the structural savings 
deficit. In this connection, Federal Reserve Chairman 
Alan Greenspan does not tire of demanding that the 
budget deficit must be abolished and the tax system must 
be restructured for the benefit of promoting saving and 
investments. The President's economic advisers are 
playing the same tune. In their latest economic report, 
they clearly note that the country’s long- term wellbeing 
requires more investments, a higher savings ratio, and 
less public and private consumption. 


Good Intentions Are Waning 


The victory of the Republicans in the November 1994 
Congress elections has put the goals of a balanced budget 
and a restructuring of the tax system at the top of the 
political agenda, at least in terms of rhetoric. In political 
reality, however, the Republican promises have already 
lost much of their luster. After the constitutional duty to 
ensure a balanced budget failed in the Senate, now the 
deputies are very big problems with finding the political 
courage for the necessary severe cutbacks in such pop- 
ular social laws as health insurance for retirees of social 
security itself. In view of consideration for special inter- 
ests and the protection of one’s own groups of voters, the 
good intentions and the prospects for a really con- 
vincing, lasting deficit reduction are waning. 


As a political tactic, President Bill Clinton has done 
without measures for further budget consolidation in his 
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draft budget. Now it is the Republicans’ turn, he said. 
However, their problems in putting their own draft 
budget on the table, which contains (as promised) a first 
credible downpayment for a balanced budget in 2002, 
seems to indicate “business as usual.” 


Therefore, Greenspan is already warning: The state will 
continue—as in the past—to make far too big claims on 
the far too smaii national savings, impede capital forma- 
tion, and prevent the more productive use of means 
available in the private sector. There is no help for the 
dollar, either. 


Kinkel Cites Five Goals for 1996 Conference 


AU1003132695 Hamburg DIE ZEIT in German 10 
Mar 95 p 11 


[Article by Foreign Minister Klaus Kinkel: “Five Goals 
for Europe”’] 


{[FBIS Translated Text] The public discussion about 
European integration and the set of agreements on which 
it is based—the Maastricht Treaty—has become more 
differentiated, not only in Germany but in all member 
states of the European Union. The citizens are asking 
critical questions concerning Europe’s political goals. 
Some kind of “European perception gap” is opening up. 
the advantages that Europe and its single market offer to 
its citizens every day are taken for granted. The deficits 
in European everyday life, which undoubtedly exist, are 
exclusively blamed on Brussels or Maastricht. Euro- 
critics are exploiting this situation. They are making 
propaganda against Europe with popular slogans. 


Yet nobody denies the right to exist of the European 
Union or of the single market, which ensures an unprec- 
edented basic supply with everyday commodities for the 
whole population. The current level of prosperity can 
only be maintained through European cooperation. 
Thus, why have critical questions concerning Europe 
arisen? Probably because a great number of European 
decisions that are taken “in Brussels” directly affect the 
political, economic, and social conditions of many. In 
this respect, doubts concerning the political and demo- 
cratic legitimacy of decisions by “Brussels” are fre- 
quently expressed, particularly if their democratic con- 
trol does not seem to be sufficient. Politicians must take 
that seriously. Deficits in safeguarding internal and 
external peace are another problem, as events in the 
“former Yugoslavia” and “cross-border crime” show. 


The “1996 Government Conference” will take place 
against this political-psychological background. 
According to the partner states of the Maastricht Treaty, 
it is to adapt cooperation in the European Union to the 
new framework conditions. Preparations have started. 
The results will determine people’s coexistence in 
Europe far into the next century. The question is: What 
kind of Europe do we want? Ultimately, the 1996 Gov- 
ernment Conference will initiate the overdue debate on 
European policies. Anybody who believes that it can be 
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avoided is wrong. Such an attempt would take its toll at 
the latest when the government presents the results of the 
working groups for a public vote. For this reason, | plead 
in favor of an early and large-scale public debate that 
must lead to the following goals: 


First: We want more closeness to the citizens and trans- 
parence concerning the European decisions. Above all, 
however, we “nust take into consideration to a greater 
extent the worries and fears of the citizens. Nobody 
wants to deprive the Germans, the Swedes, or the British 
of their fatherland as the basis of their identity and 
lifestyle. Yet the alternative cannot be a “neo- 
Biedermeier” in which the private idyll is declared the 
measure of all things. 


The politicians must dispel these vague fears and draw 
attention to the advantages that Europe offers every 
individual every day. For this reason, we need a clearer 
division of tasks and of the power to issue rules between 
the European Union and the individual member states. 
We must make it clear that Brussels must not interfere 
with issues that are better settled at the national or 
regional level. At the same time, however, the politicians 
must convince the population that Europe is more than 
the sum of its parts, and that no EU member-state can 
master the tasks of the future on its own. 


Second: We want to preserve security and prosperity for 
all Europeans. Those who want to ensure the present 
quality of life and who want Europe to maintain its top 
position in the world must also look beyond the fence of 
their regional and national idyll. Ultimately, the attrac- 
tiveness of the “business location Germany” is at stake. 
Only jointly can we increase the innovative strength of 
our enterprises, of enterprises, by the way, that have 
already left behind the national level as far as production 
and location are concerned. If we want to safeguard 
today’s and create tomorrow's jobs we must think in 
European terms. For a long time, this has no longer been 
merely a national task. 


Third: The precondition for prosperity is peace. The war 
in Bosnia shows us every day that the peaceful coexist- 
ence among peoples cannot be taken for granted. Is there 
not a danger of a relapse into the thinking of the 19th 
century in the area of security and defense policy now 
that the division of Europe has been overcome and that 
the blocks have been dissolved? The European Union 
must become more effecti:: as a whole in this respect. 
To ensure this, we must introduce votes with qualified 
majorities in certain areas that have to be clearly 
defined. Otherwise there is the danger of the 15 coun- 
tries’ agreeing only on the smallest possible common 
denominator or of one member-state blocking decisions. 
Foreign policy decisions on the basis of a majority must 
no longer be a taboo. Yet he who demands such a thing 
should add for honesty’s sake: I am also for majority 
decisions if I have to accept a vote that ignores my 
opinion! 

The European Union also needs a greater operational 
capacity in the field of defense if the need arises. With 
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the establishment of the Eurocorps, Germany and 
France have developed an exemplary model of defense 
policy cooperation that is attractive for many EU mem- 
ber-states. The merger of the Western European Union 
and of the European Union could be the next step. 
Germany and France should also cooperate closely on 
this issue and convince the other partners of the need for 
further steps in integration. 


Fourth: In a highly mobile Europe with open borders, 
member states are no longer in a position to fight crime 
with purely national instruments. The establishment of 
Europol, no matter how difficult this is, can only be a 
first step. It is a fact that the current national structures 
in the fight against crime are no longer suitable for 
international crime. Rivalry among national security 
authorities and the spurious argument of sovereignty 
barriers are proof of small-mindedness but no certificate 
of qualification concerning an efficient cross-border 
fight against crime. We need a European FBI. Particu- 
larly in this area, people rightly expect quick progress. 


Fifth: The community that was founded in the 1950's 
was designed for six member-states. Today, 40 years 
later, 15 crowd around the table of the EU Council. The 
next round of extension is foreseeable and desirable from 
a political viewpoint. Our eastern neighbors, with whom 
we have concluded European agreements, are entitled to 
become members of the area of prosperity and stability 
in the European Union. 


The table in Brussels has become much too small. We 
cannot pretend that the institutions and mechanisms of 
the union, designed for six, work in th: same way for 15 
or more member-states. The makeup of the commission, 
the practical work of the Council in Brussels, the right to 
participation of the European Parliament—all this must 
be put on the agenda. National prestige thinking must 
give way to the need for increasing the efficiency of the 
institutions. In an expanding community, the signifi- 
cance and the influence of individual—large or small— 
countries are decreasing. Yet this is the price that has to 
be paid for a larger Europe that represents its interests in 
international bodies in a self-confident manner and with 
the required weight. 


A standstill in the further development of the European 
institutions means more than a step back. The slowest 
member must not be allowed to determine the pace of 
the whole convoy. Failure to act would mean: Erosion of 
the European Union from inside, of a union that is the 
biggest success story in the coexistence of the European 
peoples. Yet this success does not come easily to us. If an 
expanded European Union wants to be successful in the 
competition among the large geopolitical and geo- 
economic alliances, it must be ready for a comprehensive 
renewal of its institutions and mechanisms. This is 
exactly what the “1996 government conference” is 
about. 
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Brandenburg Economic Growth Outlined 


9SENOIS2A Duesseldorf HANDELSBLATT in German 
14 Feb 95 p 8 


[Article by Rainer Nahrendorf: “Deindustrialization Is 
Being Followed by the Land’s Reindustrialization”] 


([FBIS Translated Text] Potsdam, 13 Feb—The number 


employed in 
are incladed in this figure—to 85,000 today. This 
number includes new establishments, new companies 
formed from former ones, management buy-outs and 
management buy-ins, as well ax new businesses settled 
there. Overall, Brandenburg’s iv<dustrial structure shows 
a positive change in trend: The preponderance of basic 
materials has decreased, the importance of the capital 
Industrial empioyment has been growing month by 
month since the middle of 1994. The number of indus- 
trial enterprises is also again on the rise. At the beginning 
of 1995, there were almost 1,000 industrial enterprises 
with more than 20 employees. Thus the level of 1991 has 
eS ae >. with 700 
terprises. According to [Brandenburg’s F.~aomics 
Minister) 1 Dreher, there are strong indicaticas that 
industry will experience a strong upswing in the coming 
months. There are double-digit growth rates in exports, 
and double-digit growth rates in the manufacturing 
industry. Says Dreher: “Since the middle of last year, 
following de-industrialization we are experiencing the 
land's re-industrialization.” Industrial enterprises newly 
settling here are also progressing step by step. BMW/ 
Rolls Royce is a classic example of this. 


With a share of 38 percent of the total net product, the 
manufacturing industry holds approximately the same 
proportion as the old laender. The 57-percent share of 
the net produci of the service sector in Brandenburg is at 
a comparable level with west Germany. Agriculture's 
contribution to the net product in 1993 was only 1.6 
percent, although 5.4 percent of all Brandenburg's 
employed worked in agriculture (1991: 9.1 percent). 


Despite the enormous shrinkage in the preceding years, 
in 1993 18 percent of industrial revenues were still 
derived from mining. This is perceptibly more than the 
average in all new laender (6 percent) and in the old 
laender (1.5 percent). 


According to Dreher, Brandenburg experienced real eco- 
nomic growth of about 7.4 percent in 1994. Foreseeably, 
in 1995 it will even have a somewhat higher growth rate, 
but the land is not yet in a self-propelling growth process. 
The upturn continues to require bolstering by transfers 
and public funding accompanying investments. 

Although the land's industry has caught up enormously 
in productivity, there are still a: rears. At the beginning of 
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the 1990’s, productivity in Brandenburg was about one- 
fifth of west German productivity; today, over 50 per- 
cent has been achieved. 


Bolstering Through Transfers 


Dreher: “Competitiveness is improving constantly. It 
increases with rising productivity and product develop- 
ment.” 

It is the goal of Brandenburg’s economic policy to raise 
the innovation capacity, especially of small and 
medium-sized businesses, through improved technology 
transfer and by involving the three new universities and 
seven specialized technical colleges, the 13 technology 
centers, and Berlin’s research and development institu- 
tions. 


Yet the catch-up process will take time. It must be 
flanked by the complementary infrastructure, expansion 
of the highway and rail network, and construction of the 
large Berlin/Brandenburg airport. 


Although Brandenburg has the lowest unemployment 
rate of all new laender, with 13.8 percent, this rate is still 
far too high. Also, true unemployment is concealed by 
the necessary labor market policy measures. If one 
includes the people working in employment associations, 
in measures under Article 249 h of the works develop- 
ment law and in job-creation measures, and those in 
early retirement, unemployment is about 30 percent of 
all people capable of working. Says Dreher: “Anyone 
wanting to cut back economic assistance contributes to 
solidifying these unwarrantable conditions in the labor 
market, with all its social risks.” 

However, some assistance positions would have to be 
changed. For instance, preferential treatment of income 
tax for fund projects should be eliminated; they finance 
the new establishment of retail stores in the middle of 
nowhere. The money saved by eliminating preferential 
treatment for such establishments should instead be used 
to make economic development in east Germany more 
efficient. 


The concept of a “lard belt,” a term coined by area and 
open land planners to describe the environs of Berlin, 
has been chosen as a battle cry to keep investors out of 
the area surrounding Berlin. The “lard belt” is not a 
concept for those promoting the economy. The beautiful 
landscapes in the Berlin environs also depend on inves- 
tors so that the people living there can find work and are 
able to eat. It is the general principle that the assistance 
rate is higher in the hinterland than in Berlin. But since 
Berlin itself is supported by the highest preferences, the 
surrounding area has a chance in the competition only if 
investments there can also be promoted. Dreher 
announced that, through a change in the assistance 
setup, he would prevent Berlin's surrounding area from 
falling behind in the competition for investors. 


Of the almost 5,000 hectares of commercial area pro- 
moted by the Land Brandenburg, over half are being 


areas were badly located. Ai the same time, Dreher 


Regarding the publicity on the alleged waste of assistance 
funds, Dreher said that the debate unleashed by 
Bavaria’s head of government, Edmund Stoiber, 
regarding the supposed “billion mark [DM] tomb of 
Resurgence East” has escalated into a veritable cam- 
paign, a harassment action against cast and west Ger- 


ee 


He 


ssustian Gann, tf bh to toad balan oe | 
Ministry of Finance that the most recent publicity 
“could have an impact on assistance policy,” then the 
direction of Bonn’s goal setting is obvious, said Dreher. 


The minister did not rule out the fact that there have 
been a few, very few, cases of overly generous disburse- 
ment of funds. Dreher: “But that is the exception, not the 
rule. To take these individual cases for the whole is 
simply dishonest.” 


With regard to the most recent articles listing examples 


ministry; in one case, it was a private investment wreck. 
According to Dreher’s statement, the Brandenburg Min- 
istry of Economics so far has turned over five cases of 
subsidy fraud to the public prosecutor. An assistance 
volume of DM10 million is involved. Par of it may 
actually have seeped into the Brandenburg sand. Dreher: 
“That part we shall retrieve through the legal process.” 


Most enterprises had started up with zero capital, with 
zero experience on how the market economy and com- 
petition actually function, with zero marketing sysiems, 

and under almost life-threatening conditions. ty addi addi- 
tion, they were founded in a recession and have to stand 
up to “foxes and wolves” in the market. At the bottom 
line, nothing is left over to form equity capital. Almost 
all new businesses, and almost all reprivatized or MBO 
[expansion not available] enterprises are extremely 
undercapitalized. Even the loss of one customer can 
often endanger the existence of a business. Then the land 
tries to help with its liquidity assurance program. 

But it is necessary, through appropriate tax regulations 
and an increase in the equity-capital assistance program, 
to make the formation of equity capital easier. Also 
needed are offers of participation, offers of risk capital, 
as well as low-cost financing tools such as guarantee 
easements and preferential treatment for loans. This is 
extraordinarily important for business expansions and 
the financing of orders. 
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Small and medium-sized businesses must also be sup- 


9SENO152B Duesseldorf HANDELSBLATT in German 
1S Feb 95 p 8 


[Article by Rainer Nahrendorf: “Attention to Produc- 
tivity Characterizes the Business Climate—Companies 
in Structural Change™] 

{[FBIS Translated Text] Magdeburg, 14 Feb—The 
medium-sized enterprise of FAM (Foerderanlagen 
Magdeburg), specializing in plant construction for han- 
dling bulk material and small cargo, a part of Takraf 
before being privatized by the Trust Agency in late April 
1993, has found its place in the market with a newer 
product range and increased productivity. 

Whenever Dr. Lothar Petermann, co-owner and 
chairman of the FAM management, guides guests and 
customers from the old laender through the Magdeburg 
plant, he hears astonishment and appreciation. Many a 
manager from the west wishes that the employees in his 
company would work with as much dedication as those 
at FAM. FAM engineers do not watch the clock, and 
often it is 19:00 or 20:00 before they go home. Saturday, 
also, frequently belongs to the company. No one 
demands payment for overtime. They want to advance 
FAM further, and secure their own jobs and those of 
others. 


Coworkers From West Germany Too 


The industrial workers, for whom the standard work 
week of 39 hours applies, instead work 48 hours per 
week, 10 hours from Monday through Thursday, and 8 
hours on Friday. This is made up for during times of 
weak plant utilization—a company agreement on flex- 
ible work hours makes it possible. However, in 1994 
there was no lack of orders. The extra working hours 
were paid. This year they also work 48 hours. With such 
a motivated team, the low incidence of sick leave is not 
surprising. It stands between 3 and 4 percent for the 
employed. 
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did 
from the buying in the east’ initiative. That 
ado about nothing, says Petermann. FAM occasionally 
experiences the reservations held regarding east German 
enterprises, sometimes held even by old connections. 
But Petermann is confident that such reservations can be 
overcome and that trust will grow, albe#t slowly. 


its plant in Saxony-Anhalt and by further cutting back its 
number of employees in Ammendorf. 


concept for the successful continuation of the enterprise. 


The plant in Halle-Ammendorf, formerly part of the rail 
vehicles combine, produced primarily for the Soviet 
Union. Up to the beginning of 1995, the plant had 
produced over 29,000 freight cars. 


Of the approximately 24,000 workers in the combine, 
4,700 people were employed in Ammendorf at the end of 
1989. On a large scale, they built some 800 excursion 
train cars for the Soviet Union. Today, | ,500 workers are 
employed in Ammendorf, by the middle of the year there 
will only be 1,000. After implementation of the strategy 
concept DWA 2000,’ employment in Ammendorf is to 
stabilize at this figure. 


Personnel reduction in Ammendorf—as in other com- 
bine plants—was carried out through application of early 
retirement regulations and cutbacks in the oversized 
service sector. Of the subsidiary enterprises that were 
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Waggonbau Ammendorf GmbH still =chieved revenues 
of 1 billion German marks [DM] in 1992. With much 
luck, and perhaps a few possible orders from Russia, the 
plant will attain DM300 m’"ion in revenues in 1995. 


DM 2.4 billion in Hermes Guarantees 
From 1991 to today, the Ammendorf plant has received 


billion went for subcontractors’ supplies. 


From 1990 to 1993 the Ammendorf GmbH was always 
yn the black. It is the goal of Waggonwerke Ammendorf 
GmbH to become independent of the CIS market and to 
position itself in western markets. The plant has received 
a commuter train order for Berlin. Ammendorf is also 
represented in the iC [intercity] 2 association. The plant 
will upgrade 70 center trailers for IC 2. 


In 1986, construction of Plant 3 was begun, a large shop 
for shell construction and the refurbishing of freight cars. 
This installation was completed in 1992. It cost DM450 
million. They also invested in numerically controlled 
lathes and woodworking machines, in work safety and 
environmental protection, and in building repairs. 
Ammendorf Plant 1, where components are being pro- 
duced today, is to be spun off by the end of 1996 and 
offered to investors as a production location. Subcon- 
tractors from the wood and metal manufacturing sector 
to be settled on the site can utilize the existing infrastruc- 
ture. What is still missing, however, are investors. 


Industrial Group Targets Computer Companies 
9SENO'56A Duesseldorf WIRTSCHAFTSWOCHE in 
German 16 Feb 95 pp 24, 26-27 


[Article by Martin Kessler: “Outside Phone Lines—New 
BDI Head Hans-Olaf Henkel Wants To Redirect the 
Association's Strategy and Aggressively Solicit New 
Members”] 

(FBIS Translated Text] The Walidorf software company, 
SAP, is very successful. Founded in 1972, its sales of 
computer software crossed the billion-mark threshold in 
1993. Although the North Baden company is a showcase 
of German industry, it is not in any of the traditional 
trade associations. 


Hans-Olaf Henkel, the new president of the Federal 
Association of German Industry [BDI], finds this situa- 
tion intolerable. He is concerned that the influence of 
Germany's most powerful industrial lobby will suffer 
because such important growth industries as software 
and telecommunications are not properly represented. 


engaged in the production 
percent will be in the service sector. 

Since trade enterprises have increasing:, assumed 
logistic and marketing functions, the Federal Association 
of German Wholesale and Foreign Trade [BGA] is 
beginning to crowd the BDI. Such cies @ 
sports articles as Adidas have reduced the share of 


anything at all in Germany. BGA head Michael Fuchs 
comments: “These are our potential clients.” 


More trouble threatens. Low-price suppliers from Cen- 
trai and East Europe are invading local markets, indus- 


Now, at long last, BDI's center in Cologne wants to 
become active. Even the selection of th: new president 
was part of the agenda. Henkel was the former CEO 
[chief executive officer] of the German IBM branch of 
the computer-manufacturing firm; that organization, 
comments the top manager, “has always regarded itself 
primarily as a service business.” 
Now, the “customer-oriented”™ (Henkel on Henkel) BDI 
chief wants to mold his troop for the future. Recently, 
business consultant Roland Berger revealed BDI's weak 
points in a study entitled “BDI 2000.” Especially 
alarming: More than half of the firms in the member 
associations express only “limited satisfaction” with the 
way BDI represents their interests. 

To prevent the association from constantly lagging 

behind rapid structural changes, the Munich consulting 

firm recommended a new approach in four areas. The 

BDI should do the following for the firms of its member 

* Regard them as heads of systems that buy high 
technology from Japan and the United States, set it up 
in Germany as turnkey operations, and then resell it 
abroad together with service, operational know-how, 
and individually-tailored financing. 

* Cultivate them as producers of high-tech goods who 
want to remain globally competitive despite shorter 
production cycles and the high cost of research and 
development. 
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* View them as exporters to the growth markets of Asia 
and Latin America. 

* Promote them as sellers of industrial services who, 
contrary to traditional producers, can still create new 
jobs. 

There are, however, snags in implementing these recom- 
mendations. Henkel *s impatient. The BDI head has 
already appointed five study groups and he, himself, 
assumed the chairmanship of the most important group, 
which ts charged with determining what future topics the 
industnal association should address. 


sides over the Europe circle that is supposed to recom- 
mend the size of BDI's future representation in Brussels. 
It is obvious even now that some of BDI's 160 employees 
will transfer not to Berlin but to the seat of the European 
Commission. 


BDI also wants to restructure its international activities. 
BDI officials realize that in this area they may collide 
with the German Industrial and Trade Association 
[DIHT] and its external chambers of commerce. Here. 
BDI—still in concert with DIHT and the East Asian 
Association—has taken a first step with its Asia concept. 
Another working group, “BDI International,” chaired by 
Hans-Joachim Langmann, manager of Merck and a 
former BDI president, is charged with looking into other 
projects for growth-markets. 

Finally, a group chaired by the head of AEG [General 
Power Company], Ernst Georg Stoeckl, has been 
assigned the task of improving the association's internal 
and external communications. Here, the technically ori- 
ented President Henkel visualizes the same type of 
system that he successfully implemented at IBM. In this 
system, the association's center would retrieve important 
information for its lobbying activities directly from the 
firms affiliated with one of the member associations. 


A particularly touchy problem is Henkel’s suggestion to 
offer members specific BDI services for a fee—for 
example, market studies of growth regions or booming 
industries. However, some organizations, such as the 
Central Association of the Electrical Engineering 
Industry [ZVEI} and the formidable Association of 
German Machine-Building and Plant-Installation Enter- 
prises, oppose the idea. Franz-Josef Wissing, executive 
manager of ZVEI, states: “We are, after all, paying 
membership dues.” 


Even if Henkel succeeds in restructuring the BDI, he 
would still be a long way from gaining new members. 
Next to the telecommunications and software industry, 
Henkel’s wish list includes the former federally owned 
enterprises, Deutsche Bahn [German Federal Railroad] 
and Lufthansa, as “industry-related service organiza- 
tions.” 

The situation is particularly obscure in the field of 
telecommunications, the most prominent growth 
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industry. Subsidiari- . of large concerns are now offering 
data and speech<ommunication networks. They are 
drawn to the Association of Telecommunication and 
Added-Value Services that is dominated by small and 
medium-sized enterprises. Mannesmann and RWE 
[Rhine-Westphalian Electric Works] have already 
joined. The subsidiaries of Viag [United Industrial 
Enterprises Corporation] and VEBA [Amalgamated 
Power and Mining Operations Corporation] will soon 
follow suit. Deutsche Telekom, however, will remain on 
the outside for the time being. Its interests are too 
different. This federal enterprise, privatization of which 
is pending, wants to kecp its monopoly until 1998. Its 
competitors, however, want to offer speech- 
communication services before then. There are also 
conflicts between Telekom enterprises, which—just as 
the large suppliers of energy and the railroad—own their 
own phone lines and those—Thyssen-Teickom, for 
example—who must lease phone lines from others. 


To clarify the cloudy picture of representation, Henkel 
has commissioned another strdy. Roland Berger is sup- 
posed to determine which telecommunication enter- 
prises are really appropriate for the PDI. 


Tax Reform Problems, Delay Surveyed 


9SENOIS6B Duesseldorf WIRTSCHAFTSWOCHE in 
German 16 Feb 95 pp 18, 21 


[Article by Kovrad Handschuh: “Scarcely Better—The 
Federal Government Cannot Mect Its Schedule For the 
1996 Tax Law”) 


{FBIS Translated Text] Federal Finance Minister Theo 
Waigel (Christian Social Union [CSU]) was determined 
to relegate, after the election, the exaggerated activism of 
the last legislative session permanently to the past. In 
December 1994, he still planned to present a new “1996 
tax law by January, so it can be published in the Federal 
Gazette before the summer recess to enable treasury 
officials and taxpayers to adjust io it at leisure.” 


January is long gone, but speculation over the heralded 
legislation continues. This is not expected to change, 
even if—as is still planned for carly next week—the 
finance minister unveils the strictly guarded secret and 
forwards the official draft to the parliamentary groups, 
because the most important elements of the annual tax 
legislation continue to be either “unconstitutional,” as 
the opposition claims, or they remain highly controver- 
sial even within the coalition imines 

Following Waigel’s proposal, questions persist on how to 
saat Gn Foieud Constinutend Conte auntate 
exempt subsistence-level income from taxation. The 
finance minister has removed the greatest obstacle, State 
Secretary for Taxation Franz-Christoph Zeitler's 
severely criticized “piggyback tariff,” and has substi- 
tuted another rate variation, but this emergency plug is 
scarcely better. Waigel removed a provision from the 
drafi—a few weeks ago still praised as the equivalent of 
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“squaring the circle”—which Social Democratic Party top-level discussions with local authorities on Tuesday 
[SPD] financial experts found to be clearly unconstitu- _[14 Feb] of this week, Waigel is still far removed fron: an 
tional since the new tax rate would cause married agreement with communities on how to compensate 
couples with an annual income of 26,000 to 30,000 them for the DM4.5 billion loss caused by the abolition 


ning in 1996, to tax even the very first mark earned. The 
requirement imposed by the Federal Constitutional 
Court to exempt incomes below the poverty lir~ would 
then be met—contrary to all standards—by a separate 
reduction of taxes owed that people with even average 


germane passages will initially be absent in Waigel’s 
draft legisiation—thus crisis management replaces 
straightforward, comprehensible financial policies. 
Waigel wants to deliver the applicable passages later, 
when parliament debates the issuc, but only after the 
coalition has agreed on a way to make funds available for 
child support and on providing higher personal exemp- 
tions. The same applies to future help for residential 
builders. The finance minister had to delete previcusly 
completed text on interest deductions from his official 
draft. CDU [Christian Democratic Union)/CSU residen- 
tial Construction specialists, in accord with Representa- 
tive Dietmar Kansy, prevailed in their opposition. They 
argued jointly with Federal Housing Minister Klaus 
Toepfer for an investment subsidy in the form of a tax 
deduction that would be the sasne for all builders. 


Not safely tucked away is Waigel’s promise to resume 
business tax reform as carly as 1996. Even following 


To ease the tax burden of families 
Status: So far, not even the union parties have come to 


finance minister's proposal to set aside DM6 billion to 
boost child support, beginning with the second child, and 
the tax exemption for children falls far short of the mark, 
claim CDU/CSU social experts and Family Minister 
Claudia Nolte. She and the FDP want to increase child 


support right away afler the first child and to exempt 
subsistence-level income from taxation. The cost: more 


a permanent increase in the value-added tax allocation 
and a larger share (with the right to change the rate of 
assessment) of income and corporate taxes. 


To revise support of residential housing construction 


Sear Ons areas © ecante Same 
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a one-time housing construction bonus of DM490,000. 
Housing Minister Klaus foepfer, too, rejects Theo Wai- 
gcl’s plan, but he does not offer c~ ‘ualified support for 
the subsidy model of his predecessor, Irmgard [word 
illegible}. 

To simplify the ax code 


Status: Finance Minister Theo Waigel has submitted a 
20-point list for simplifying the income tax while a 
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working group s~pointed by the laender ministers of 
finance formulated a program containing 400 pro- 
posals. Salient points: fewer legislative changes and 
staiutory exemptions, more flat rates, and a reduction 
of tax relief provisions. Although Waigel’s list conflicts 
in some points with corresponding provisions of the 
laender, the chances for agreement are good because all 
proposals are on the table and could be implemented in 
short order. 
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Opposition to Clinton’s Russian Policy Highlighted 
BR1303153895 Paris LE MONDE in French 11 Mur 95 
p2 


[Article by correspondent Sylvie Kauffmann in Wash- 
ne ay ee ae ae Se 


{FBIS Translated Text] For the last two years Bill 
Clinton, accused of conducting a timid and disorganized 
foreign policy, took pride in at least one success in this 
area: U.S.-Russian relations and,in particular, the con- 
sistent support for President Yeltsin. The persistent 
thorny Chechen issue, however, Boris Yeltsin’s seriously 
tarnished image, and the unofficial start of the 1996 U.S. 
presidential election campaign have forced the adminis- 
tration to think about the way it fcrmulates policy with 
regard to Russia. 


For the moment, this thinking has not resulted in a 
change of direction. Mr. Clinton reaffirmed early in 
March that Mr. Yeltsin remains the democratically 
elected president of Russia, and that it would be poorly 
seen for the United States to change the rules of the game 
“when things are not going the way you want them to.” 
However, pressure has clearly increased on the White 
House, which has still not decided if the head of the U.S. 
executive branch will attend the ceremonies in Moscow 
marking the 50th anniversary of the allied victory over 
the Nazis. 


The most offensive attack recently came from Senator 
Robert Dole, candidate for the Republican presidential 
nomination: “In the same way that it was wrong to 
support only Gorbachev in 1991,” he declared,“ it is 
wrong in 1995 to ignore the fact that President Yeltsin 
has made serious mistakes, has taken the path of author- 
itarianism, and has lost the political support of almost all 
Russian reformers.” According to Mr. Dole, the admin- 
istration’s line of “Russia first,” then “Yeltsin first” 
prevented it from “expressing U.S. concerns before 
thousands of people were massacred in Chechnya.” 


“Alternative” 

It is the weakness of the U.S. response to the Chechen 
crisis which has brought about the harshest criticisms, all 
the more so since the promises of moderation made by 
Russian Foreign Minister Kozyrev to his U.S. counter- 
part Warren Christopher during their last meetings in 
Geneva in mid-January, have remained without any 
effect. 


Other difficulties have added up to this unease in the 
bilateral relations, such as Moscow's open and repeated 
opposition to NATO expansion and above all the sale of 
nuclear arms and technology by Russia to Iran. The 
latter point brought about the dreaded anger of Jessie 
Helms, the chairman of the Senate Foreign Relations 
Committee according to whom aid to Russia must be in 
America’s interests, and whose position can be summed 
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up in one sentence: “I do not care about Russia, unless it 
means something good for the United States.” 


The criticisms are not only coming from the Republican 
camp. Sometimes they originate from administration 
allies such as Zbigniew Brzezinski, President Carter's 
former national security adviser. “Yeltsin is not a true 
democratic leader,” Mr. Brzezinski recently said, “we 
must stop flaitering the Russians and nourishing their 
ambitions to become a great power.” For David Kramer, 
expert at the Carnegie Foundation, the U.S. Administra- 
tion “last year exaggerated and overestimated the 
friendly relations it had forged with Russia. In Sep- 
tember, important areas of disagreement had already 
appeared, such as the sale of arms to Iran, but the 
administration was too quick to sweep them under the 
rug.” 


In this climate, a slight remark, supposedly made by the 
secretary of state to Susanna Agnelli, the head of Italian 
diplomacy, led to speculation about a change. According 
to THE NEW YORK TIMES, Mr. Christopher allegedly 
said: “Maybe the world should look for an alternative” 
to President Yeltsin. Beyond the fact that the adminis- 
tration was quick to distance itself from this report, the 
reality is that the fiercest critics are having a hard time 
coming up with the name of an alternative. 


A country which sent its Army to Haiti in order to 
reinstate a democratically elected president cannot sud- 
denly stop dealing with President Yeltsin. Neither can it 
refuse to speak with Mr. Kozyrev, as ambiguous as he 
may have become. Mr. Christopher will meet him again 
in Europe in two weeks. Democrats Yegor Gaydar and 
Gregori Yavlinski are respected in the United States but 
without going so far as to be considered as alternatives. 
The administration, which is putting its hope in the 
election process and underlines the positive role of the 
Russian press has, in fact, expanded its contacts beyond 
Mr. Yeltsin through the special relationship that Vice 
President Al Gore has established with Russian Prime 
Minister Viktor Chernomyrdin, but it still is criticized 
for not having built up more contacts in the regions and 
in the business world. 


For its part, the Pentagon says that the security interests, 
particularly the nuclear issue, provide excellent argu- 
ments for staying on the same course with Russia. The 
former USSR still has about 30,000 nuclear warheads, 
hundreds of tons of fissile material, and several tens of 
thousands of tons of chemical weapons. The Russian 
ambassador to Washington, Yuliy Vorontsov, whose 
tone is so evocative of the Cold War that a high-ranking 
U.S. diplomat calls him “the Soviet ambassador”, has 
left doubt about whether the Duma will ratify the 
START II treaty for the reduction of nuclear arms which 
was signed in 1993. “The revolutionary changes in the 
former USSR are far from over, as Chechnya showed,” 
Ashton Carter, a senior official in the Defense Depart- 
ment recently said. From this point of view, Elizabeth 
Sherwood, one of his colleagues from the Pentagon adds: 
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“A disintegrated Russia is a much bigger threat for our 
security.” Another argument put forward by Mrs. Sher- 
wood: “Chechnya showed that the Russian Army, 
despite its weaknesses, has not totally collapsed. Russian 
troops have until now maintained their nuclear capacity 
at a sufficient level of preparation.” 


As far as Bosnia is concerned, or the expansion of 
NATO, the United States still has to handle Russia 
carefully. In the end, the Clinton administration was 
comforted by editorials in the NEW YORK TIMES and 
the WASHINGTON POST approving support for Pres- 
ident Yeltsin—even though they want this support to be 
clearly more critical. 


CIA Appointment Proof of Clinton’s ‘Amateurism’ 
BR1303133995 Paris LIBERATION in French 13 Mar 95 
pl4 


[Article by Pierre Briancon: “Bill Clinton Pulls Out His 
Favorite Candidate at the Last Moment To Take Over 
CIA”) 

{FBIS Translated Text] Washington—Bill Clinton has 
appointed Deputy Defense Secretary John Deutch to 
head up the CIA after Friday’s withdrawal of his original 
candidate, Michael Carns, due to an old matter con- 
cerning immigration laws that were not complied with 
regarding a Filipino house servant. 


The “matter” brings to mind several similar hitches in 
the Clinton administration, whose “appointees” for the 
most prestigious posts seem to have become true experts 
in employing household help illegally. The matter 
heightens the image of amateurism which the President 
seems unable to shrug off in this area, and increases 
uncertainty at the ClA—the U.S. intelligence agency— 
whose ranks are suffering from a serious plunge in 
morale following last year’s Aldrich Ames spy case. 


After three months of hesitation and looking around, 
Clinton thought he had finally found the right candidate 
to lead the CIA. Unanimously applauded by Democrats 
and Republicans alike, Michael Carns, the former Air 
Force chief of staff, seemed to display all the qualities 
required to bring order back to the institution, regroup 
its priorities, and buck up the troops. He preferred, 
however, to withdraw even before the “confirmation” 
stage in the Senate, which threatened to be trying: Even 
if he could not be blamed for any malice against or 
attempt to harm his former Filipino household servant, 
Carns indicated that he would not be prepared to subject 
his family to the “venomous and outrageous” accusa- 
tions spread in the press by his former employee, Elbino 
Runas. 


Clinton Denounces Defamation 


The first candidate “nominated” by Clinton to hold the 
post of United States attorney general, Zoe Baird, as well 
as the second candidate, Kimba Wood, had to withdraw 
their candidacies because of similar problems. 
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In a statement released during the weekend, Clinton 
denounced what the confirmation process has become: 
“The sad truth is that we are living in a time when even 
exemplary individuals such as General Carns, who has 
already given so much to his country, are deterred from 
serving out of fear that their achievements will be 
twisted, their actions ignored, and their family insulted 
and defamed,” the U.S. President said. The Republican 
chairman of the Senate Intelligence Committee, Arlen 
Specter, denounced the fact that the White House— 
which had known about these allegations since Janu- 
ary—did not look further into the matter at that time. 
“Once again, the entire world is witnessing a serious 
attack on the competence and credibility of the United 
States,” he said. 


At least something good can come out of this misfortune 
for Clinton: The President immediately got consent for 
the person who had always been his first choice to lead 
the CIA, Deputy Defense Secretary John Deutch. 
Deutch had turned the job down in January after 
thinking about it for a few days. This time he accepted 
after Clinton “begged” him—as the NEW YORK 
TIMES put it. 


CIA Directors in the Government 


According to the U.S. newspapers, John Deutch won the 
right to have the post of CIA director elevated to the 
rank of cabinet post, something which only happened 
previously with Bill Casey in the Reagan administration. 
The nominee is also said to have been able to play a 
broad role in the conducting of U.S. foreign policy. 
Making the CIA chief a full member of the cabinet is “a 
serious mistake,” said Robert Gates, who held the same 
post under George Bush, because that “blurs the distinc- 
tion between the role of intelligence officer and the role 
of political decisionmaker.” 


It is not known whether having a director who did not 
want the job in the first place will help boost the CIA's 
morale. The previous director, James Woolsey, resigned 
after proving to be powerless in leading the agency in the 
post-Cold War world, when the nature of espionage 
missions and tasks has become more uncertain. Last 
week, Clinton signed a presidential order setting priori- 
ties for intelligence-gathering and creating a committee 
in charge of supervising the agency in order to judge how 
it is carrying out its tasks. The presidential decision was 
unanimously interpreted as a desire to limit the CIA’s 
traditional independence. 


Dollar Crisis To Jeopardize Recovery in Europe 
BR1003135795 Paris LE MONDE in French 10 Mar 95 
pis 


{Article by Alain Vernholes: “Monetary Union Now 
Looks Like an Answer to the Crisis”] 


[FBIS Translated Text] The dollar crisis which has been 
complicating the situation of several countries on the 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 











26 FRANCE 


American continent already shaken by financial prob- 
lems (Mexico, Argentina, Brazil) could, if it continued, 
have disastrous effects on a recovery which is still fragile 
in Japan and Europe, delaying investments and the 
hiring of new staff, curbing wages, and finally under- 
mining the foundations of European building and pri- 
marily the EMS [European Monetary System]. 


The question is whether the current disturbances are due 
more to the weakness of the dollar than to the strength of 
the German mark. The U.S. balance of payments deficit, 
which has increased constantly since 1992 to reach $155 
billion last year—in other words 2.2 percent of national 
production—proves that this country is living increas- 
ingly above its means, and more specifically that its 
savings are largely inadequate to finance its investment 
requirements. Hence a degree of dependence almost 
always disguised by the exporters of capital from coun- 
tries which do not consume enough compared with their 
savings. Foremost among these is Japan. 


But all it takes is for a devaluation operation to be 
carried out clumsily, as in Mexico at the end of last year, 
for an ambiguous statement to be made by the president 
of the U.S. Federal Reserve making the markets doubt 
the will of the U.S. monetary authorities to continue to 
combat the inflationist tendencies born of excessively 
strong growth for large amounts of capital to immedi- 
ately abandon the dollar to take refuge in some curren- 
cies rightly or wrongly regarded as havens of peace—the 
German mark and the yen. These movements are aggra- 
vating a phenomenon which appeared first in Japan in 
1991, reappeared last year and which the rebuilding 
requirements following the 17 January earthquake in 
Kobe are likely to prolong for a long time—the large- 
scale repatriation of long-term Japanese capital. 


Little Kingdom 


Not only is the United States’ need to finance its balance 
of payments at any cost likely to increase long-term 
interest rates across the Atlantic and hence in all other 
countries, but neither Germany nor Japan is in a posi- 
tion to absorb, so to speak, the capital which pours into 
their markets in periods of crisis. Collections of financial 
assets which are defined by the size of the U.S. GDP 
(more than $6,300 billion) compared with the wealth of 
our neighbor across the Rhine ($2,800 billion). The 
German mark is merely a big king in a little kingdom. 


Only a Europe with monetary union, presenting an area 
comparable to that of the United States, would mod- 
erate, in the case of an influx of capital, the impact of a 
crisis on the foreign exchange rate of what would become 
the single currency. The “strength” of the dollar and the 
damage it causes in crisis periods depend on its presence 
throughout the world, in other words its huge liquidity. 


Commercial movements confirm what is noted with 
movements of capital. A recent study by the CEPil 
{Center for International Futures Studies and Informa- 
tion] shows that, when less than half of trade is carried 
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out with the EU, “the mark is never imposed as an 
anchor currency,” even when the EU remains the main 
partner in this business situation. On the other hand, the 
United States has no need to be among the main com- 
mercial partners to see its currency chosen as a nominal 
anchor “which bears witness to the persistence of the 
dollar's international role.” The most striking cases, the 
CEPII indicates, are those of Pakistan and Indonesia 
whose currencies are anchored to the dollar whereas the 
main partners of those two countries both in exports and 
imports are the EU and Japan. 


It is unlikely that the big nations will push the spirit of 
cooperation as far as reforming an international mone- 
tary system, as was done in Bretton Woods in 1944. A 
system which, replacing the monetary chaos of the 
thirties, gave the world almost complete exchange rate 
stability between the end of 1949 and 1971, coinciding 
with as many years of economic prosperity. 


Inadequate Attempt 


The experience of floating rates which followed the 
abandonment of the fixed exchange rates at the begin- 
ning of the seventies demonstrated its fundamentally 
destabilizing effects on currencies. The EMS created in 
1979, eight years after the failure of the Werner plan 
which was to lead to EMU [Economic and Monetary 
Union], is a relatively successful attempt to regulate the 
exchange rates of European currencies. 


However, it was an inadquate attempt as demonstrated 
by the exchange rate crises which occur periodically. But 
the commercial blocs which are being formed 
throughout the world offer the opportunity to multiply 
areas of monetary stability. Europe has gained a good 
lead by understanding that a commercial zone could only 
operate on a lasting basis if it was accompanied by a 
monetary union. The serious Mexican crisis has just 
provided a contrario proof of that. The fact remains that 
the EMS, which has lost many of its troops—Britain and 
Italy—is only an incomplete and transitional form of 
monetary integration. 


The successive crises since 1992 will at least have had the 
advantage of defining increasingly specifically the con- 
tours of what must be called the hard core of the future 
EMU. An EMU whose implementation, however diffi- 
cult it might be, should eliminate many problems and 
considerably limit the sphere of monetary crises. 


Aeronautics Industry ‘Most Worried’ About Dollar 


BR0903145895 Paris LIBERATION in French 8 Mar 95 
p 43 


[Report signed “S.Eco.”: “Industrialists Favor the 
ECU”) 


{[FBIS Translated Excerpt] By definition, industrialists 
dream of a monetary system founded on fixed exchange 
rates. Like a landsman suffering from seasickness, there 
is nothing they can do about the monetary turmoil which 
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makes them ill at ease. “Companies are, in the majority, 
in favor of a common currency because monetary dis- 
order, such as we are currently seeing, really complicates 
their lives,” Albert Merlin, economic analyst, explains. 


For several days, therefore, they have been suffering. 
French companies are watching with a certain vexation 
as the dollar falls and, with it, the currencies of southern 
Europe collapse. And if the appreciation of the mark 
compared with the franc gives them a competitive 
advantage vis-a-vis their German rivals, they pretend to 
ignore it. Whether the overall balance between advan- 
tages and disadvantages be positive or negative, they are 
asking for a common currency. 


Those most worried about the dollar are aeronautics 
industrialists who yesterday were speaking of a “‘catas- 
trophe.” Serge Dassault, president of the French Aero- 
nautic and Space Industry Association, estimates that a 
dollar at less than 5 francs is equivalent to “giving a 
considerable advantage to the U.S. industry.” [passage 
omitted] 


— Emphasizes EU Foreign, Security 
AU1303201195 Vienna DER STANDARD in German 
13 Mar 95 p 2 


[Report by Norbert Mayer: “France Wants a European 
Union Able To Make Decisions”’] 


[FBIS Translated Text] According to French European 
Affairs Minister Alain Lamassoure, a joint foreign and 
security policy of the European Union is to be given 
priority as of 1996. As far as integration is concerned, he 
wants uniform institutions and only one architecture, he 
stressed in an interview with DER STANDARD in 
Paris. 


None of the EU institutions are sacred to the conserva- 
tive French politician Alain Lamassoure. He knows that 
the structures in Brussels will have to be changed at the 
government conference in 1996 at the latest to make the 
European Union more attractive again. “The question is 
whether we want to create a single architecture or two 
types of institutions. I personally advocate one treaty 
and uniform institutions,” the minister for European 
affairs stated when asked about the model of a core 
Europe initiated by Germany and France, which pro- 
vides for a several-speed implementation of European 
integration in various EU states. “In any event, only the 
states that participate fully should be allowed to vote.” 


Election of the Council Chairman 


The current form of the chairmanship of the EU Coun- 
cil—the chairmanship rotates every six months among 
EU members—is “not a good mechanism. At present, 
however, we have no alternative.”’ One cannot achieve a 
great deal in six months, Lamassoure complained. He 
knows what he is talking about. France, which will elect 
a new president in April, is fully concentrating on this 
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vote. Thus, there is hardly any time for important 
decisions within the European Union. The situation was 
similar during the German presidency, which also coin- 
cided with elections in October. 

“The dilemma is as follows: If we extend the presi- 
dency—to two years, for example—every country will 
only have its turn once in 30 years. Maybe we should 
elect the Council president and the vice presidents. This 
would be a completely new procedure. Yet the political 
efficiency would at least be ensured in that case.” 


The Council’s ability to make decisions might also be 
influenced positively by lowering the blocking minority. 
“Personally I am in favor of such a measure, but one 
must also take into consideration the population figures 
to a greater extent,” Lamassoure stated, referring to the 
current imbalance that strongly favors smaller states 
during votes in the Council. 


Secretary for Foreign Affairs 


The minister for European affairs is also in favor of 
politically upgrading the common foreign and security 
policy. “There should be some kind of general secretary 
for foreign affairs who reports to the EU Council.” 
Fifteen members are good on a Rugby team but not in 
the diplomatic sphere. “We need an institution for 
foreign policy that defines the common goals, that rep- 
resents us toward the outside, and that ensures conti- 
nuity. ” 


This also implies upgrading the Western European 
Union (WEU). The community needs military power. 
“It is important for the armed forces to implement the 
foreign-policy decisions.” The war in Bosnia shows how 
important a common policy would have been. Yet it 
took a very long time until the European Union agreed 
on a common position. “Just imagine what would have 
happened if 18,000 blue helmet soldiers were sent to 
Bosnia in 1991. There would be no war today.” The 
common foreign and security policy will be given top 
priority in 1996. 


Lamassoure believes that deepening the European 
Union is as important as expanding it. “The timetable 
for economic and monetary union should be observed. 
Yet the union must also be expanded by Central and 
Eastern Europe.” Both the reform-minded states and the 
European Union are aware of the mutual expectations. 
“Practical steps must now be taken. There will be 
different stages before full membership is possible. On 
the path toward membership, the states affected must 
form regional negotiating bodies and agree on a stability 
pact.” 


Paris also supports closer relations with the neighboring 
states in the Mediterranean, the minister pointed out. 
Yet there is a qualitative difference as compared with the 
East European states because the Mediterranean states 
only want to become partners on the basis of goodneigh- 
borly relations. 
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Mitterrand on Elections, Role of Socialism 
BR1303135195 Paris LE FIGARO in French 13 Mar 95 
pp 8,9 


[Interview with President Francois Mitterrand by Franz - 
Olivier Giesbert at the Elysee, date not given: “Francois 
Mitterrand: An Interview with No Taboo”} 


(FBIS Translated Excerpt] His body shattered by illness is 
no longer what it was. But, as always, he is trying to get 
the most out of it. You cannot remake yourself. Still 
loyally at his post, Francois Mitterrand is neglecting 
nothing—neither international summits, nor visits to the 
provinces, nor cabinet meetings, nor Legion d’'Honneur 
award ceremonies. 


The president intends to do his work well until the end of 
his 14 years. He is preparing to leave the Elysee, and 
hence government. Not life, which he is not prepared to 
allow to slip away like that. That is why, when he talks of 
his illness, he looks like a war leader who wants his 
Austerlitz. ‘I am so happy to be alive,” he says with a 
-_ “that I will always be the type to find it difficult to 
ie.” 


Our conversation took place several days ago, in his 
Elysee office. It was late. Francois Mitterrand was fin- 
ishing the signing of letters and official documents in the 
pink signature books piled up on his desk. Suddenly, he 
lifted his head and said: “Listen, I do not think we should 
do this interview.” After which, we started to talk. 


Without any taboos. The head of state entered into the 
game, and, during the conversation, smiled a great deal— 
that vaguely mischievous smile which shows his teeth. As 
if, at the end of his reign, he finally felt free... 


[Giesbert] How are you, mister president? 
[Mitterrand] I am still tired, but I am no longer suffering. 


[Giesbert] Everybody is talking about your illness. When 
you see all those people watching you closely or taking 
your pulse from a distance, what effect does it have on 
you? 


[Mitterrand] No effect. I know that I am 78 years old and 
that I have an illness which often kills. But not always. 
This “not always” leaves a great deal of room for hope. 
Allow me to say something: I am talking to you about 
this because you are asking me about it, but I almost 
regret it. Do you not think that it has been discussed 


often enough? 


[Giesbert] In what way has your illness changed your way 
of seeing things? 


[Mitterrand] I spend more time on my own. 
[Giesbert] Do you not have more detachment now? 
[Mitterrand] Certainly. 

[Giesbert] Does power still interest you? 
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[Mitterrand] Yes, it interests me. Let us say that I have 
less appetite for it (smiles—LE FIGARO editor’s note). 


[Giesbert] Do you now regret having stood for a second 
seven-year term? 


[Mitterrand] Not at all. If I did not know that there is a 
time for everything, that you must not misuse what life 
brings you, and that it would have been a bad example 
for the republic, I would not have been afraid of a third 
term of office. Do not worry, I am joking: I am reason- 
able, and I never considered it. The time had come to 
hand over. 


[Giesbert] With the detachment you now have, how do 
you view the state of France? 


[Mitterrand] France has real prestige in the world. At the 
domestic level, it suffers from too many inequalities. It 
lacks an impetus, a central idea, a national will. For the 
time being, there is no driving force in this election 
campaign. But France is a very old country which knows 
how to live. It can now scent recovery. Make no mistake, 
this promised return to growth—which is obviously 
desirable—will create new In the coming 
months, I think there will be a little less talk of growth 
and more of distribution, of social redistribution. So 
much the better. 


[Giesbert] Today, there is sometimes a feeling that the 
republic or democracy is in crisis. Do you think that the 
solution would be to reform the Fifth Republic’s Consti- 
tution? 


[Mitterrand] The answer to the crisis does not lie there. 
Let us not become obsessed with documents. The Con- 
stitution has already been amended; it will have to be 
amended further. I have made proposals on this subject, 
but I never had the parliamentary majority which would 
have allowed me to implement them. I was not particu- 
larly annoyed. I am rather fond of the English practice of 
not enclosing life in a written document. 


[Giesbert] What do you think of reducing the presiden- 
tial term of office, in other words a five-year term? 


[Mitterrand] I personally do not think that the country 
should abandon the seven-year term. There must be 
something lasting somewhere. I am aware that most of 
the proposals for reforming the Constitution go in the 
direction of a five-year term. If it is accepted, France will 
live in a permanent state of anticipating elections. But I 
understand that each generation sees things in its own 
way. People quickly tire of a system. Then they try 
another. 


[Giesbert] The effect of a five-year term would also be 
the weakening of the presidential role... 


[Mitterrand] I am more afraid of the constant anticipa- 
tion of elections which I have just mentioned. 


[Giesbert] Are we not already doomed to that anticipa- 
tion with the increase in media coverage? 
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[Mitterrand] What you say is true. Any government 
without sanction calls democracy into question. But let 
us not dream up an illusory world in which the media is 
restrained. That would not benefit democracy either! 


[Giesbert] When you talk of uncontrolled powers, are 
you talking about justice as well as the media? 


[Mitterrand] I am not talking about justice. The French 
judicial system today is a good system. Even if some 
people want to tip it too much toward power for the 
judges and if others readily try to undermine it. [passage 
omitted] 


[Giesbert] Let us return to politics. France is entering an 
election campaign. This is the first time for a long time 
that you have not participated in it. How do you view the 
competition which is starting? With disdain? 


[Mitterrand] No, not with disdain. Let us say that so far 
I find the campaign rather dull. 


[Giesbert] Were you entirely pleased when the Socialist 
Party [PSF] chose Lionel Jospin as candidate for the 
presidency? 


[Mitterrand] He is a candidate capable of focusing the 
Left’s hope and realities. He believes in what he is doing. 
It is no mystery: I will vote for him and I hope that those 
who have followed me so far will do likewise. 


[Giesbert] What other advantages might he have in the 
campaign? 


[Mitterrand] Since 1971, Socialism has returned to its 
deep roots. The PSF has become an alternative force. In 
its best periods, it can reach between 23 and 25 percent 
of the votes. In its worst periods, it falls below that, but 
close to 20 percent. It can climb as high as 30 percent 
when it embodies the Left's desire for unity. It is the only 
party which can say that. 


[Giesbert] What advice would you give to Lionel Jospin? 
[Mitterrand] Oh! I would be careful not to give any... 


{Giesbert] Let us put the question differently. What 
should he do? 


[Mitterrand] What he is capable of doing, namely gener- 
ating enthusiasm and ensuring that the section of the 

he addresses identifies with his statements and 
his behavior. 


[Giesbert] In short, you want him to make people 
dream? 


[Mitterrand] He can do that. 


[Giesbert] Do you think that politics can still make 
French people dream today? 


[Mitterrand] Definitely. Politics is far from being all 
negative. 
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[Giesbert] What can the French people still dream 
about? 


[Mitterrand] Many things. Social justice, for instance: 
With the economic recovery, broad scope for social 
building will open up. Scientific research—the modern 
adventure. I had considerably increased the funds for 
that. Nothing is possible without it. That is enough to 
inspire a generation... Humanitarian duty. The renewal 
of the arts. The reconquest (or development) of the 
regions. I have not yet said the European construction, 
because that is so obvious... 


[Giesbert] The million dollar question: How would you 
define Socialism today? 


{Mitterrand} When that question was put to him, Harold 
Wilson, then prime minister of Great Britain said: “It is 
science. ” I hesitate. I would like to reply spontaneously: 
“It is justice.” In the real sense of the word, of course. Or: 
“It is the city.” In other words, a desire for urban 
solidarity. But I do not think that is an adequate defini- 
tion. Socialism, at all events, is the struggle for life and 
for the rights of those crushed or eliminated by society. 


{Giesbert} So you think that Socialism still has a future? 


[Mitterrand] There will always be a future for those who 
think of the future. 


[Giesbert] Yes, but there is nothing to say that Socialism, 
born in the last century, is eternal... 


[Mitterrand] Probably not, but the competition between 
the established classes and the rising classes has not 
vanished since last century. 


[Giesbert] That is the very definition of the Left which 
you are giving there. Not necessarily of Socialism... 


[Mitterrand] In the 19th century, when there was talk of 
resistance, the conservatives were meant. On the other 
side there was movement. But the reality of the indus- 
trial society quickly showed that movement, the struggle 
for justice, and progress was identified with Socialism. 
[Giesbert] It is easy to imagine you saying, like Alain, the 
philosopher of radicalism: “Nothing is more dangerous 
than an idea.” Do you not feel more radical than 
Socialist in the final analysis? 

[Mitterrand] Not at all! I do not feel radical. I am a 
Socialist who detests sectarianism, and who thinks that 
an idea must be thought over again and again and, if 
necessary, changed. But Socialism presupposes struc- 
tures; its policy cannot be replaced by a moral or simply 
by an ideal. That is what distinguishes a Socialist from a 
radical. That does not mean that both should not unite in 
the camp of progress. 


[Giesbert] Of all that has been said about you, what hurt 
you most? Was it the controversy over your youth in 
Vichy? 
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[Mitterrand] Just that. In his book, Pierre Pean explains 
things fairly well. All people picked out were the few 
months I spent in Vichy in 1942 in a lowly position, 
without any mission, mandate, or authority, and without 
forming part of the civil service. It is almost more 
grotesque than hurtful. 


[Giesbert] Why did you not defend yourself? 


[Mitterrand] The accusations were unfounded. If I had 
entered into that controversy, I could have said that I 
had escaped from my prison camp in Germany at the 
end of 1941, that when I returned to France I joined the 
active resistance a few months later and went to England 
and Algeria before returning to occupied France. But I 
did not feel like arguing. Look for those who acted more 
quickly than I did! Of course there were some, as early as 
1940, and they were admirable people. But after all I 
think I can say that I was not the last! [passage omitted] 


Poll Shows Chirac Winner in Both Election 
Rounds 


BR1303133095 Paris LIBERATION in French 
11-12 Mar 95 p 15 


[Unattributed report: “Opinion Poll: Chirac’s Con- 
firmed “Good Health™”) 


[FBIS Translated Text] Successive opinion polls are 
showing an increasingly favorable trend for Jacques 
Chirac. Indeed, according to Sofres [French Company 
for Studies and Surveys] polls, Chirac would win of the 
first round of the elections as well as the second round 
irrespective of whether was facing Edouard Balladur or 
Lionel Jospin [Socialist Party]. 


According to the poll, the Paris mayor would collect 55 
percent of the votes (plus eight points) whereas the prime 
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minister would gain 45 percent (minus eight points). If it 
comes to a duel with Socialist candidate Lionel Jospin, 
Jacques Chirac would score 57 percent (plus four points) 
against 43 percent (minus four points) for Lionel Jospin. 
Edouard Balladur would also beat Lionel Jospin with 55 
percent of the votes against 45 percent for the Socialist 
candidate. 


In the first round, Jacques Chirac, would be favored by 
24 percent of votes, up 5 points, over Lionel Jospin, who 
dropped 3 points to 21 percent and Edouard Balladur, 
who dropped 3.5 points to 20 percent. Overall 55 percent 
of those surveyed said they were “sure” of their choice. 


Radical Party’s Hory Presents Election Program 
LD1003142295 Paris LCI Television in French 1100 
GMT 10 Mar 95 


[FBIS Translated Excerpt] Jean-Francois Hory, the Rad- 
ical Party candidate for the presidential elections, pre- 
sented his presidential program on LCI a few moments 
ago. He proposes in particular to take France forward. 
Called “Vote for yourselves,” this program, which takes 
the form of a contract, is based on three main principles: 
freedom, justice, and solidarity. Alain Johannes, you are 
going to give us an on-the-spot analysis straight away: 


[Johannes] [passage omitted] Jean-Francois Hory seems 
to be concerned to sei himself apart from absolutely all 
the other candidates, either by taking the opposite view 
of the general opinion—in other words, everyone in 
France is in favor of the fight against inflation, while 
Jean-Francois Hory is not in favor of the fight against 
inflation; he would tolerate the return of inflation to 
finance the boosting of employment, and Jean-Francois 
Hory displays boundless imagination, such as in his 
proposal to disband little by little the major state insti- 
tutions. [passage omitted] 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














FBIS-WEU-95-049 
14 March 1995 


U.S. Conduct Over Carns Affair Admirable 


BR1303145995 Rome LA REPUBBLICA in Italian 
12 Mar 95 p 10 


[Editorial: “The CIA and the Housekeeper”] 


[FBIS Translated Text] The case of General Carns—who 
had to relinquish his directorship of the CIA before he 
even started, for employing a Filipino housekeeper 
whose work and immigration papers were not in order— 
is the third such incident to hit the Clinton administra- 
tion. Before Carns, the same fate befell Zoe Baird and 
Kimba Wood, the President's candidates to the post of 
justice secretary, who were both forced to step down 
because of irregularities concerning their housekeepers. 
To European, oon aestiedioe taliie. eyes, the punish- 
ment may seem disproportionate to the offense. But in 
the case of General Carns and in those of the two 
ministerial candidates, there are three lessons to be 


pondered. 


The first lesson concerns openness of conduct, not only 
public but also private, on the part of those occupying 
posts in the public administration. The United States, 
which is invaded by a host of illegal immigrants every 
year, is particularly sensitive to the problem of illegal 
immigration and employment. But the fault committed 
by Carns, and Baird and Wood too, was to have said 
nothing, except to have admitted the irregularity when it 
was discovered. Such conduct undermines a candidate's 
credibility, and in any case automatically disqualifies 
him or her. 


The second lesson, a corollary of the first, is the Anglo- 
Saxon principle of accountability, a duty which concerns 
everyone, from the chief of state to the manager of a 
company, from the journalist to the school principal. A 
president who evades this obligation risks having to 
resign (which is what happened to Richard Nixon over 
Watergate), and a journalist who is dishonest about his 
sources risks dismissal (and this too has happened,) and 
so forth. 


The third and last lesson is the strictness with which the 
eligibility of a candidate to a state position is examined. 
Nothing escapes the agencies institutionally provided to 
screen candidates. John Tower, chosen by Bush for the 
post of defense secretary, was turned down by Congress 
for drinking too much. Already appointed ambassadors 
have been rejected because their knowledge of geography 
was inadequate. Candidates to the Supreme Court have 
been publicly humiliated, on television, for being sexu- 
ally overactive. 


We Latins may consider this puritanism exaggerated, 
sometimes even grotesque. But recent history shows that 
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the word Tangentopoli [corruption scandal that brought 
down Italian establishment between 1992 and 1994] 


does not yet have an equivalent in English, whereas the 
word is now in current usage in Spanish and French. 


Commentary: ‘Crucial Week for Public Finance’ 


BR1303154195 Rome LA REPUBBLICA in Italian 
13 Mar 95 p 17 


[Report by Carlo Cambi: “Crucial Time for Budget and 
Pensions” } 


[FBIS Translated Excerpt] Rome—This is a crucial week 
for public finance. Today sees the start of the lower 
house’s examination of the 20-trillion-lire budget, 
approved by the Senate last Friday with several amend- 
ments. But above all, by this evening, or by the latest 
tomorrow morning, the trade unions may have almost a 
final draft of the first sections of the pensions reform on 
which the government is working. During the prepara- 
tory meetings, experts of the prime minister’s office and 
the trade union federations drew up the plan for the 
separation of welfare expenditure, which should be 
borne by the tax system as a whole, from national 
insurance, which should be borne by the INPS [National 
Social Security Institute]. Lamberto Dini called a 
meeting with union leaders Cofferati, D'Antoni, and 
Larizza after receiving the go-ahead from Labor Minister 
Tiziano Treu. 


This first step should accelerate the passage of the reform 
that Minister Treu wants to introduce by 30 June—not 
only because the pensions freeze ends on that date, but 
also because national insurance spending forecasts (it is 
expected to total 72 trillion lire this year) permit no 
further delay. But the minister was probably also wor- 
ried, and the trade unions were probably also persuaded 
to move faster, by an INPS report that projects pensions 
trends through the year 2030. It emerges from this report 
that the employed workers’ fund will accumulate an 
increasing deficit, and that by around the year 2004 the 
traders and self-employed sector will show a deficit too. 
Over 36 years the number of former industrial workers 
in retirement will increase by over a million; and, as a 
result of calculations on the basis of taxable income, the 
pensions payable to traders and the self-employed will 
explode, and without corrective measures the burden of 
contributions necessary to keep the system viable would 
have a devastating impact on earnings. 


The INPS projections envisage an increase in GDP 
ranging from 2.7 percent in 1995 to a steady 1.5 percent 
during the decade 2021-2030; 2 percent inflation starting 
in 1996; rising employment levels in industry, falling 
levels in agriculture, and steady levels in trade; and rises 
in income of between 1.5 and 3.2 percent for all sectors. 
[passage omitted] 
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Continuing Developments in Fishing Dispute Seen 


Silva: EU-Canada Concern 


LD1303141295 Lisbon RTP Internacional Television in 
Portuguese 1200 GMT 13 Mar 95 


[FBIS Translated Excerpt] Prime Minister Cavaco Silva 
today reaffirmed that Portugal’s stand on the fish dispute 
with Canada has to be seen within the framework of 
measures adopted by the EU. The prime minister stated 
that the measures adopted by the EU about the dispute 
are correct: 


[Begin Silva recording] Portugal is fishing in the speci- 
fied area because it is a EU member country. The EU has 
signed an agreement with third parties for fishing in the 
area, and therefore this is not an issue concerning 
bilateral relations, it is an issue which concerns relations 
between the EU and Canada. There is a Portuguese 
community in Canada which has helped to develop that 
country. Canada has developed immensely in the past 
decades and the Portuguese community has contributed 
toward that development. [passage omitted] [end 
recording} 
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Trawiers Continue Fishing 


LD1303131395 Lisbon RTP Internacional Television in 
Portuguese 1200 GMT 13 Mar 95 


[FBIS Translated Text] The association of Portuguese 
trawler owners said today that Portuguese trawlers in the 
Newfoundland area are continuing to fish. In the mean- 
time, the trawler owners are asking for the EU inspection 
vessel Kommandor Amalie, which is in the area, to lend 
its support to the Portuguese fleet: 

[Unidentified correspondent] The Portuguese fleet is 
still fishing in the NAFO [North Atlantic Fisheries 
Organization] area. All the crews are well and no inci- 
dents have been registered by Portuguese trawlers. In 
view of the fact that the EU inspection vessel Kom- 
mandor Amalie is near the Portuguese trawlers, we 
demand that the EU instruct the vessel's skipper to 
support our fleet. The EU should carry out its threat of 
serious retaliation against Canada if the [seized Spanish 
trawler] Estai is not released immediately and its legality 
restored. If this does not happen, the credibility of the 
EU itself will be at stake. 


[Announcer] The Portuguese crews are weil and they 
continue fishing in the NAFO area. 
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Events Viewed in Fishing Trawler Dispute With 
Canada 


Second Warship to Conflict Zone 


BR1303145595 Madrid EFE in Spanish 2019 GMT 
12 Mar 95 


[Unattributed report: “Spain Will Send Second Warship 
to Zone and Will Go to International Court”] 


[FBIS Translated Text] Madrid, 12 Mar (EFE)}—Foreign 
Minister Javier Solana told Canadian Ambassador 

David Wright yesterday that in the light of the seizure of 
the Galician fishing boat, Estai, in Newfoundland 
waters, the Spanish Government has decided to send a 
second warship to the zone. 


Diplomatic sources informed EFE of this and added that 
Solana also told the Canadian diplomat that Spain “will 
bring the fishing dispute before all the international 
courts, in particular before the International Court of 


The Hague.” 


The sources say that Solana not only voiced “Spain's most 
energetic protest” to Wright, but also announced that Spain 
is preparing new security measures to protect the Spanish 
boats fishing in NAFO (North Atlantic Fishing Organiza- 
tion) waters including sending a second warship. 

If no agreement is reached, “‘we will adopt a different set 
of measures which affect judicial and bilateral coopera- 
tion between Spain and Canada,” according to these 


Movement of Canadians Restricted 


LD1303143795 Madrid RNE-1 Radio Network in 
Spanish 1300 GMT 13 Mar 95 


{[FBIS Translated Excerpt] The skipper of the Galician 
freezer trawler Estai and its crew of 25 are spending today 
waiting in the Canadian port of St John's, awaiting the final 
decision of the Canadian authorities on the immediate 
future of the ship and any measures which the EU may 
decide in Brussels. [passage omitted] Measures have just 
been agreed in the EU. Let us go over to Nacho Hernandez 
in Brussels for a fuller report. Good afternoon. 


[Hernandez] Good afternoon. That's right. As the first 
measure, the meeting which was to be held tomorrow, 14 
March, between representatives of the community 
troika—that is, France, Germany, and Spain—and 
Canada has been suspended. Meanwhile, the Commis- 
sion is right now preparing sanction measures. However, 
they have not yet been put to the permament represen- 
tatives for their approval. 


Javier Elorza, Spain's ambassador to the EU, has said 
that the precondition for sitting down to negotiate with 
Canada is the immediate release of our boat. 


[Begin Elorza recording] The demand that the boat be 
released is unconditional and absolutely constant. It is a 
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demand of the Union and a demand for which we cannot 
give a deadline, because we would not give them even one 
minute; they should release the boat now. [end recording] 


[Hernandez] Meanwhile, nothing prevents the European 
Commission from explaining to the Canadian authori- 
ties that they are not prepared to accept the control 
measures proposed by Canada. No to bilateral negotia- 
tion. Spain, ambassador Javier Elorza said, must show 
common sense and pragmatism on this question, in 
order to maintain EU solidarity. We, the 15, must work 


without anxiety and without impatience. 


[Announcer] Along with the joint EU actions are the 
direct, bilateral initiatives from Spain. Unrelenting in 
diplomatic firmness, Spanish Foreign Minister Javier 
Solana has just announced restrictions to official visits 
and freedom of movement of Canadian citizens in our 
country. Good afternoon, Alfonso Sanchez. 


[Sanchez] Good afternoon. Spain may go as far as breaking 
off diplomatic relations with Canada, within a reasonabie 
time limit, if the international law violated by that country 
by seizing the trawler Estai is not restored. This morning 
Foreign Minister Javier Solana spoke again with European 
Commissioner Brittan, and this afternoon he is travelling to 
Strasbourg to have talks with the spokespersons of the 
European Parliamentary groups. 

On another diplomatic front, the bilateral one, Spain has 
today begun drafting a suit in the court in The Hague 
against Canada, to whose ambassador in Spain Solana 
yesterday announced the sanctions which Spain may 
implement: 

[Begin Solana recording] The sanctions may begin with 
the free movement of persons, they may begin with 
cooperation agreements which we might now begin to 
withdraw. We are going to stop all the official visits 
which are planned between Spain and Canada, until the 
matter is resolved. The EU has adopted the same posi- 
tion. Negotiations with Canada are postponed until the 
situation has been resolved and international law has 
been restored, hence until the boat and the crew have 
been returned. [end recording] 


[Sanchez] Respecting the codes of diplomutic language, 
Solana did not go as far as saying ths: there will be a 
breaking off of relations with Canada, but he implied 
this. He replied thus to a statement to this effect: 


[Begin Solana recording] You are saying that. I would 
prefer...[Pauses] | am the minister of foreign affairs, and 
as such I have to have a certain diplomacy, but I will not 
deny what you said. is that clear? Have you understood 
me? [end recording] [massage omitted] 


EU Breaks Contacts 
AU1303131295 Paris AFP in English 1301 GMT 
13 Mar 95 


[FBIS Transcribed Text] Brussels, March 13 (AFP)}— 
The European Union decided on Monday to break off all 
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trawler the Estai is released, the German ambassador to 
the European Union said on Monday. 

“We have decided to stop formal dialogue with Canada in 
all areas until the ship is released,” Dietrich von Kyaw said. 


PP’s Economic Program Profiled 
95ES0123A Madrid ACTUALIDAD ECONOMICA in 
Spanish No 1913, 20-26 Feb 95 pp 8-12 


[Report by Pedro Biurrun: “This Is the PP’s Economic 
Program: Fewer Civil Servants, Lower Taxes, Fewer 
Public Enterprises ... and Cheaper Land”] 


[FBIS Translated Text] If it wins the next elections, the 
People’s Party (PP) will cut more than 5,000 of the 7,694 
high-ievel posts and high-ranking offices in the adminis- 
tration; it will eliminate ministries such as the Ministry 
of Industry; it will lower the rate of the Individual 
Income Tax (IRPF), and there will be no tax on capital 
holdings valued at less than 50 million pesetas. In 
addition, it will get rid of the double taxation of business 
dividends; it will privatize enterprises such as Auxini ... 
All of these measures and many more comprise its 
economic program. 

When Galicians are asked about meigas [witches], they 
tend to say that they do not believe in them, but “if they 
do exist, so be it.” Much the same is true of the PP’s 
economic program. One may or may not agree with its 
measures, one may consider them utopian or just cam- 
paign promises, but: if they exist, so be it. The program 
is very specific when it comes to such matters as taxes or 
public spending, while it touches only lightly on matters 
related to labor or social protection. 


What is the objective of the PP economic program? “To 
create jobs,” asserts Cristobal Montoro, spokesman for 
the PP Group of the Congressional Economic Com- 
mittee. To achieve that, the PP intends to promote 
measures designed to reduce the public deficit and 
control inflation to keep interest rates down. This would 
facilitate investment, which would result in more jobs 
and therefore more taxpayers subject to taxation. 


It is said this will happen quickly, but achieving all of it 
will take a lot of measures (the PP has submitted 1,046 
amendments to the General Budgets of the State and its 
enabling legislation for 1995), a broad social consensus, 
and a parliamentary majority to support them. Plus a 
certain amount of time to put them in practice. 


Freezing Taxes 


One of the “hooks” of the PP’s platform, and a key 
element of its program, is the freezing of individual tax 
liability, to be followed by attempts at gradual reduction. 
In other words, no citizen would have to pay more taxes 
than he does now if the PP is elected, and he might even 
pay less. This measure would be combined with a greater 
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emphasis on efforts to combat fiaud and to ensure 
austerity in public spending. 


This is similar to what Democrat Bill Clinton promised 
before he reached the presidency in the United States, and 
then he was unable to keep his promise. Of course, now he 
is trying again. Juan Costa, spokesman for the PP Group of 
the Congress of Deputies Finance Committec, contends that 
“current levels of tax collection can remain stable and taxes 
can be frozen if citizens’ financial situation improves and 
taxes are enforced.” However, Luis Gamir, who cut his teeth 
in previous with the Democratic Center Union 
(UCD), that “if, after a thorough audit is 
conducted, we find that the deficit is much higher than we 
thought, we might have to revise part of our fiscal reform 
package.” 

Another 

reducing 

By 


important “leg” of the PP program is based on 
the weight and size of the government apparatus. 
ap Aes as the elimination of high-ranking 
posts, ministries, and agencies of the administration, the PP 
intends to save 500 billion pesetas. How? For example, by 
turning the Ministry of Industry into a secretariat under the 
jurisdiction of the Economy Ministry, and by climinating 
almost ail ministerial advisers, who now number 835, 
allowing each ministry only 7, for a total of about 100. It 
would also make significant cuts (222 billion pesetas) in 
expenditures for phone calls, paper, transportation, and 
messengers ... in short, all current spending in the Accounts 
of the Kingdom, the initia! allocation for which was 
1,111,410 million pesetas this year. 


The« initiatives, however, take time to put into practice, 
and the current government has already run into oppo- 
sition from professional associations of government 
employees in its efforts to reforn: this area. Nonetheless, 
Manuel Nunez, spokesman for the PP Group of the 
Congressional Committee on Public Administrations, 
argues that “one of these days we will have to implement 
the measures that will give us a moderate-sized govern- 
ment, as is fitting for a modern society.” 


Rodrigo Rato, spokesman for the PP Parliamentary Group 
in Congress, is in favor of the effort. He contends that if the 
PP is elected, it will take immediate steps to control public 
spending, establish a privatization plan, combat fraud, 
change taxes, and reform, for example, legislation governing 
land use. “It is necessary to put in place a comprehensive 
program; bandaids or half-measures like the ones being 
applied now are no good,” he declares. 


Health Care 


One of the most socially sensitive issues in any reform 
effort is health care. The PP thinks that in this area, the 
alternative is “to view it like public services, where the 
most important thing is to provide orientation for 
financing and management, not the provision of ser- 
vices,” according to Enrique Fernandez Miranda, PP 
health care spokesman. What this means is that the 
authorities should guarantee financing, but the private 
sector should get involved in providing services. 
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four years. It also intends to assume responsibility 
real annual spending to avoid deviations from the 
budget. “This would make it necessary to boost the 
budget allocation for health care by half a percentage 
point of the GDP.” These commitments, according to 
some economic experts, could pose serious obstacies to 
the goal of reducing public spending. 

What about Maastricht and the European Union (EU)? 
The PP has not forgotten these issues. Rafael Arias 
Salgado, who has been in politics for a long time, first in 
the UCD, then in the Democratic and Social Center 


imperative that we do everything necessary to meet the 
requirements for integration,” he says. Once the macro- 
economic standards have been met, ‘\; as Salgado 
believes the EU should not make any char. ;.cs that would 
harm Spain's interests in its effort to faciiitate entry by 
Eastern European countries. 


There are many other subjecis to deal with. One of the 
most significant ones is Spain's most important “indus- 
try,” tourism. According to Ramon Aguirre, spokesman 
for this area, the system of tourism studies should be 
standardized and the matter should be transferred to the 
Ministry of Education and Science; more budgetary 
attention should be given to promotion; agreements 
should be reached with the autonomous communities 
and the business sector involved; fiscal policies toward 
this sector should not be aggressive; and Spain should 
push for a leading role in European tourism institutions. 


As for the retail business law, which is currently under 
consideration, Ramon Aguirre contends that “it needs to 
sit for a while, because the text that is being considered 
is not the one initially proposed; it has been amended.” 
This is a text of 140 articles that has been the subject of 
450 amendments. The PP supports “a fundamental law 
that sets minimum standards and that will complement 
other legislation affecting the sector, such as that related 
to advertising and unfair competition,” declares Aguirre. 


A former high-ranking Socialist—like many other 
experts on politics, sociology, and economics—argucs 
that “it is not the economic program that wins or loses 
elections.” And that must be true. But for some voters, 
businessmen, financiers, and executives in general, it 
tends to be a major factor in their decision. 


There are some in the People’s Party who acknowledge, 
and Jose Maria Aznar himself has said, that if they reveal 
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everything they would do if they won the elections, some 
people would not vote for them. “In many respects, the 
upset will be tremendous.” 


[Box, pp 8-9] 


Expert Advisers 


The People’s Party has surrounded itself with a large cohort 
of experts, exceeding 150 in number, who make up the 
Economic Commission. The permanent commission, which 
consists of only 20 of them, meets regulariy and is close to 
the Foundation for Analysis and Social Studies (FAES), a 
veritable PP think tank. Alberto Recarte, executive vice 
president of the engineering firm Centumion, is one of the 
20. In his opinion, the Spanish economy requires three 
eration of the Capital Tax [Impuesto Sobre el Patrimonio}, 
“which should be maintained as a curb on income and not 
a source of revenues”; labor reform (“for example, abandon 
temporary employment in favor of steady employment, in 
exchange for bringing the costs of discharging temporary 
and permanent employees closer to one another”): and 
reforming the Land Use Law [Ley del Suelo}, since “most of 
Spain's savings are sterilized in land and buildings. All land 
should be available for development, unless otherwise pro- 
vided by law, but within a framework of guarantees.” 


Another of the 20 is Juan Villalonga, an adviser-delegate 
from Credit Suisse First Boston. In his view, “the most 
important thing is to do away with unemployment.” For 
that purpose, he proposes to reduce the public deficit to 
keep interest rates low, thereby freeing up capital for the 
private sector. All of this would be combined with 
reducing the size of the government apparatus and 
making the autonomous communities equally respon- 
sible for taxes. 


such as land use and telecommunications would complete 
about labor? “It is not as important, 

should be on training to ensure the employ- 
ity of individuals rather than on specific jobs.” 


Juan Costa is very clear on this: “We want fairer, 
simpler, and more neutral taxes.” To this end, the PP 
proposes to revamp the fiscal framework from top to 
bottom. “For example, it is absurd to provide a 5- 
percent subsidy for any investment. It would be more 
logical to give an incentive of 20 percent for a fixed 
period.” This would speed up investment decisions, in 
Costa's opinion. There is no tax that remains untouched 
in the PP program, including the value-added tax (IVA), 
which would not have to be paid by the administration's 
creditors until it pays its debi to them. The program 
would also change the taxability of pensions, since the 
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PP does not think it is logical for a person who starts 
paying into his plan at the age of 45 to have the same 
deductible as a person of 25. The PP wants to climinate 
the IRPF inheritance tax on family businesses, do away 
with the double taxation of dividends, update balance 


also be necessary to enter into a pact with autonomous 


There should be “one-stop shopping yer ty = 


that, the central administration should.” But that is not all 
they intend to do to shrink the government apparatus. The 
PP wants to eliminate more than 5,000 high-ranking posi- 
tions. The 17 secretary posts would be reduced to 9; the 68 
undersecretary and secretary general positions would be cut 
to 39; and the 404 director general posts would be slashed to 
258, for example. In addition, they would close as many as 
90 government agencies and cut 222 billion pesetas from 
current budget expenses (phones, transportation ...). “By 
eliminating high-level positions, not only do we save the 
amount of the salary, but we also save on travel expenses 
and benefits ...” says Nunez. These measures would be 
accompanied by a law on government and administration. 
All in all, the PP expects to save half a trillion pesetas. 


[Box, p 12] 


Industry 

Luis Gamir, spokesman for the PP Group of the Congres- 
sional Committee on Industry, has already heid government 
office in the UCD. From his point of view, a privatization 
plan (which should not be used to reduce the deficit) is the 


categones, and a yearly correction for inflation. — 


* Increase in the minimum exempt from the Capital 
eo 


. a 
nuity of business holdings. 

* Introduction of an excise tax on pollutants. 

¢ Audit of State Accounts, including the outstanding 
debt to contractors and suppliers. 

. Establishment of a plan to pay off debts, accompanied 


monstoring mechanisms. 
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* Elimination of ministries: Industry could become a 

¢ Elimination of up to 90 government agencies, such as 
the government office at the phone company. 

* Savings of 222 billion pesetas in current budget 


. Establishment of ‘egal guidelines defining which 


* Tax revenue financing of universal benefits such as 
ee py oe eee 


. en 
combined part-time work and partial pension. 
¢ Reduction of social contributions by 5 percent over 


three years. 
* Recognition of the individual business for tax pay- 
ment purposes. 


BBV's Investments, Holdings Profiled 
9SES0124A Madrid ACTUALIDAD ECONOMICA in 
Spanish No 1913, 20-26 Feb 95 


[Report by Pilar Villarino and Leopoldo Cortes] 


[FBIS Translated Text] While the Credit Bank of Spain 
(Banesto) and the Central Hispanic American Bank 
(BCH) appear to be ready to abandon their presence in 
industry, the Bilbao-Vizcaya Bank (BBV) is still betting 
on the model of the industrial bank. It has good reasons 
for that. In the last five years, its group of holdings has 
been an inexhaustible source of income for the bank's 
profit and loss statements. 


The controversy goes a long way back, but it has come to the 
fore again in the last few months. Should banks devote part 
of their resources to investing in industrial enterprises? The 
answer to this question is quite different, depending on who 
iS giving it. English banks have never wanted to hear any 
talk of industrial ventures. The Germans, on the other hand, 
In Spain, there is also a lack of unanimity. Not even the 
ministers can agree on the matter. A few weeks ago, 
Economy and Finance Minister Pedro Solbes suggested 
that banks should confine themselves to making loans 
and taking deposits; days later, Juan Manuel! Eguiagaray 
asked them not to pull out of industry. 

If the ministers cannot agree among themselves, it is no 
surprise that each bank has decided to follow its own 
path. While Banesto and the BCH appear to be willing to 
sell off everything down to the buttons on their shirts, 
Emilio Ybarra stated during his report on the results of 
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trial group notes that “we do not make our industrial 
investment decisions contingent upon the returns we 
obtain from the banking business. This explains, for 
example, the fact that we never monopolize the banking 
business of the companies in which we invest.” 
Among the sectors where the BBV has major invest- 
ments, five stand out above the rest. These are the 
objectives the bank has for cach of them: 


Telecommunications 


“In five years, I think the bank's investment in telecom- 
munications will be as important as our investment in 
the energy sector. This is a business that will need heavy 
investment in the coming years, and it will be very 
capital-intensive,” declares Victor Goyenechea, assistant 
general manager of the BBV in charge of industrial 
holdings and policy. 

After it lost its battle for the second license for mobile 


telephony, the BBV decided to plunge into the world of 
telecommunications hand in hand with Telefonica. For this 
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Among the reasons that prompted the BBV to become 
part of this hard core is the foliowing, according to Javier 
Echenique: “Having a partner like this facilitates things 
a lot, since Telefonica is involved in practically all 
aspects of the telecommunications business.” Among 
these aspects are analogue telephony, international tele- 
phony, multimedia, advertising, public services, and of 
course, digital mobile telephony (GSM). 


Does this mean that the BBV is ready to get involved in each 
and every one of the new areas that may open up in this 
business in the next few years? “In principle, what we have 
said is that we would like to participate in a new Telefonica 
GSM company. As for the other areas, we will have to see 
how the liberalization process plays out, and then we will 
decide whether to buy an interest in the subsidiaries that 
Telefonica establishes,” states Goyenechea. 


As far as the GSM subsidiary is concerned, its business 
name will be Telefonica Moviles, and it will begin 
operations in March. The BBV’s plans include buying 
approximately 10 percent of the stock, similar to what 
Argentaria already has and what La Caxa will probably 
obtain. “At this time the company is being valued, and 
we expect that a decision will be made on this matter 
soon,” says Goyenecha. 


There is not such a big hurry with the other businesses. 
BBV officials say they are willing to purchase between 5 
and 10 percent of the subsidiaries that Telefonica spivs 
off from the main company. “In any event, it is not 
possible to have a significant presence in every business, 
because that would cause our volume of investments to 
skyrocket,” declares Echenique. 


Food 


Pedro Oyarzabal, adviser-general manager of the Food 
and Beverage Corporation (CAB), has a very clear idea 
of the strategy to be followed over the next few months: 
“We are studying all possible proposals, but what we 
really want to do is consolidate our leadership in the 
sectors where we are already involved: canned foods, 
wine, vegetables, and cooking oil.” In this context, 
Oyarzabal has announced that the group is about to close 
a deal to buy a major iood company. 


At this time, the BBV Industrial Corporation controls 60 
percent of Bodegas y Bebidas through the CAB; Bodegas 
y Bebidas, in turn, recently acquired a 67-percent share 
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of the Riojan wine business AGE. After that transaction, 
Oyarzabal does not think that in the short run “there can 
be any new incursions into this line of business. But if an 
opportunity arises that the executives of these companies 
think should be seized, we will support them.” In the 
vegetable sector, however, CAB executives recognize 
that there could be new transactions, and they do not 
deny their interest in the firm Enalsa de Elosua, which 
leads the market with a 12.6-percent share through “El 
Hostal.” The CAB’s position in the vegetable sector, of 
which it controls about 13 percent, according to the 
Nielsen consulting firm, is channeled through its partic- 
ipation in Saal, which markets the brands “Garrido 
Rueda” and “Koifer.” 

The cooking oil business, where CAB owns an 8-percent 
share in Koipe, is also in line for future investments. 
Oyarzabal recalls that Koipe is part of Eridania Begin Say, 
the leading oil group in Europe, which controls 32 percent of 
the market in Spain through Elosua and Koipe. Therefore, 
he does not rule out an “increase in shareholding.” And 
finally, the BBV does not have much of a presence in the 
canned goods market with its holdings in Garavilla. Never- 
theless, Oyarzabal contends that “although we do not have 
a leading role in this canned foods sector right now, we are 
willing to take on such a role.” 


Distribution 


After abortive attempts to create a large distributing group 
known as Cofidisa, the BBY Corporation is determined to 
follow its partner in the distribution sector, the French giant 
Promodes, “in its entire international strategy,” according 
to Julio Azcargorta, in charge of distribution businesses. 
The Basque group is the second-largest shareholder in 
Promodes after the Halley family, with a 7-percent share. In 
addition, the BBV owns a 10-percent share in each of the 
two Spanish subsidiaries of the French group, Continente 
and the discount chain Dia. The executives of the BBV 
Corporation do not believe that it is necessary to increase 
their involvement at this time, and if they did, they think 
they would most likely do so through Promodes. 

In addition to the expansion of the Continente hyper- 
markets, the strategy is focused on developing to the 
maximum the Dia formula of discount stores to keep up the 
pressure on the competition. The Dia chain, which was born 
in Spain, has billings of about 200 billion pesetas. It now has 
a network of 1,500 stores in Spain and has begun to expand 
throughout France, Italy, Greece, and Portugal. At the same 
time, Dia is developing a chain of “cush & carry” establish- 
ments under the anagram “Puntocash.” In the last month, it 
has gone from 10 to 29 establishments. Azcargorta explains 
that when this line of business is consolidated, “it will 
become legally independent.” 

Moreover, BBV also controls 100 percent of the Sebas- 
tian de La Fuente chain of supermarkets, which is now 
peripheral to Promodes's plans for Spain. Sources in this 
sector do not rule out the possibility, however, that 
Promodes may use Sebastian de La Fuente as a spear- 
head for developing the Champion supermarket network 
in Spain from its French base. 
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Closely linked to the distribution sector is the logistics Energy 
business, in which the BBV has nearly 4 billion pesctas As a result of the bank’s traditional presence in energy 
invested and has billings of almost 12 billion pesetas sectors, especially electricity, this business currently 
through the Logistical Services Corporation (CSL). The accounts for nearly 34 percent of the bank’s industrial 
Sy tee grap Sas oust Se Ss Oe anate investments. Guillermo Colino, assistant general man- 
nee pe cee me ———— frnd eet of the BBV, explains this large investment by the 
ee ee , ter. This is “because logistics fact that “when we talk about the electricity sector, there 
activity is becoming more and more globalized,” says <<) +, eaeamaaaspmaeaiaatasal 
Pastor Sampedro, who is responsible for the logistics 
sector. After negotiating with the Swiss group Danzas 4; the end of 1993, the BBV stated in its report that it 
and the German Thyssen Haniel, the CSL appears had direct or indirect control of 10.26 percent of Sevil- 
to have set its sights on England and the United States. jana At that point it began a process of disinvestment 
Real Estate that has brought its share down to 7 percent. Guillermo 
Colino contends that “the sales made in recent years 
The BBV’s presence in the real estate business is channeled have been the consequence of the reshuffling of the 
through its stock in Metrovacesa and electricity sector. But right now we feel very comfortable 


Sn See tate, AS Danas Eteataty, 
the BBV's real estate activity is centered primarily on three 
different businesses: residential properties, shopping 
ters, and business parks. With regard to the first of these, the 
Basque bank has launched the El] Encinar de los Reyes 
project in Alcobendas, in Madrid. “This is a very special 
project, aimed at an upper middle class segment. It will keep 
us busy until the year 2001,” says Abril. 


on peeing ey gt my Regt gy Ap men 
fact that we take it upon our- 
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one in Las Rozas, Madrid. “Our plans call for selling 
between 700 and 900 housing units a year through these 
promotions,” says Abril. 


4 


with our involvement in Sevillana, and we do not plan 
any significant sales.” 


Where there may indeed be some changes is in Repsol, 
especially if the new privatization process announced by 
the government is carried out. Although the bank sold 2 
percent of the public holding company in April of last 
year, Colino indicates that “our experience in Repsol has 
been more than satisfactory, and we believe it is on a par 
with any of the principal companies in Europe. That is 
why we will be open to increasing our participation in 


Could this purchase take place in the possible new 
privatization? “Everything will depend on the circum- 
stances under which this transaction takes place, if it 


interest in Repsol is also due “to the synergies between it 
and our industrial group.” 


Linked to the energy sector is the IBV tion, a 
company created by the BBV and Iberdrola for 


nearly 50 billion pesetas. 


sector that we are not particularly interested in, but we 
think that its excellent management makes investment in 
it worthwhile.” This is how Javier Echenique explains 
one of the latest strategic maneuvers of the BBV indus- 
trial group: moving into Acerinox. In a few months, the 
Basque bank has gone from not owning a single share in 
the company chaired by Victoriano Munoz to becoming 
its principal Spanish partner, with approximately 7 per- 
cent of the stock. 
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How far is the BBV willing to go? “From our standpoint, * Telecommunications: Telefonica 2 percent 
owning 7 or 10 percent is not very significant. The impor- + Distribution: Promodes 7 percent, Continente Shop- 


tant thing is that we are very happy with this investment, ping Centers 10 percent, International Food Distribu- 
and if opportunities arose, we would continue buying. In tion (Dia) 10 percent, Sebastian de La Fuente 100 
contrast, | do not see us selling in the short term.” percent 

e Insurance: Axa-Aurora 50 percent, Euroseguros 100 
Calculated Risk t _ ' 
Structure of the BBV Industrial Corporation's portfolio . see eon ) - Repsol 3 amy on IBV 50 percent 
by sector: ¢ Real Estate: Metrovacesa 25 percent, Corporacion 
* Significant Companies: Acerinox 7 percent, Canal Inmobiliaria BV 100 percent, El Encinar de los Reyes 

Plus 16 percent, Vidrala 14 percent 33 percent 


¢ Food and Agriculture: Bodegas y Bebidas 62 percent, ° Energy: Iberdrola 11 percent, Sevillana 7 percent 
Koipe 8 percent, Garavilla 34 percent, Saal 68 percent 
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Kliridhis Cites 5 Basic Questions on Cyprus Issue 
NC1303180895 Nicosia Cyprus Broadcasting Corporation 
Radio Network in Greek 1700 GMT 13 Mar 95 


[FBIS Translated Text] President Glavkos Kliridhis said 
that both the United Nations and the United States agree 
that the next step in the Cyprus issue should be to 
achieve agreement on the five basic questions which 
comprise the substance of the Cyprus issue. These ques- 
tions concern sovereignty, equality, guarantees, the ter- 
ritorial issue, and demilitarization. 


Mr. Kliridhis made this statement upon his return from 
Copenhagen, where he discussed the Cyprus issue with 
the UN secretary general and U.S. Assistant Secretary of 
State Richard Holbrooke on the sidelines of the Social 
Development forum. Mr. Kliridhis stressed that as a 
result of these discussions it is expected that a common 
ground will emerge for discussion on the Cyprus issue 
which, as he put it, has not existed since 1974. 


Venizelos Views Turkish-Cypriot Role in EU Talks 


NC1303183695 Nicosia Cyprus Broadcasting Corporation 
Radio Network in Greek 1700 GMT 13 Mar 95 


[FBIS Translated Text] Greek government spokesman 
Evangelos Venizelos said that the Republic of Cyprus 
and the Glavkos Kiiridhis government are the only legal 
interlocutors at the membership talks between Cyprus 
and the EU. Commenting on the point of the EU 
ministerial council’s decision that the prospects for 
Cyprus’ membership in the EU should also be beneficial 
to the Turkish- Cypriot side, Mr. Venizelos stressed that 
the Greek side agrees with this wording. 


However, he made it clear that this does not entail EU 
talks with the pseudostate. Mr. Venizelos also stressed 
that any positive result for the Turkish Cypriot commu- 
nity and any preaccession preparations made for the 
Turkish Cypriots will pass through the legal Government 
of the Republic of Cyprus. He ruled out the possibility of 
Rauf Denktas or his representative being invited to 
participate in the structured Cyprus-EU dialogue, which 
it was decided would begin soon. 


Greek, Turkish Political Leaders Discuss 
‘Federation’ 


NC1303195695 Nicosia Cyprus Broadcasting Corporation 
Radio Network in Greek 1700 GMT 13 Mar 95 


[FBIS Translated Text] Greek Cypriot and Turkish Cyp- 
riot political leaders who met at the Ledra Palace Hotel 
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have to a great extent reached coincidence of views on 
the interpretation of the term “federation.” 


DISI [Democratic Rally] chairman Ioannis Matsis and 
AKEL [Restorative Party of the Working People] secre- 
tary general Dhimitrios Khristofias said in their state- 
ments after the meeting that to a great extent there is a 
common interpretation of the term “federation,” based 
on the summit agreements. They also described the 
meeting as very useful and expressed the desire to 
continue such contacts. 


The Cyprus-EU accession negotiations were also dis- 
cussed at the meeting, while the Greek Cypriot side 
raised the issue of Ankara’s threats of annexation of the 
occupied area to Turkey. 


Mr. Khristofias also noted that the Turkish Cypriot 
parties expressed interesting views on the EU issu 
which he described as positive. | 

The next meeting between parties of the two communi- 
ties will be held on 26 April. DIKO [Democratic Party] 
and EDEK [United Democratic Union of Cyprus] par- 
ties did not participate in today’s meeting. 


Export Ban Hurts North’s Citrus Fruit Exports 


NC1403073595 Nicosia CYPRUS TODAY in English 
11-17 Mar 95 p 4 


{FBIS Transcribed Text] Citrus fruit exports this year 
have been virtually halved in comparison with 1990 
figures as a result of last year’s court ruling effectively 
halting trade with western Europe, it has been reported. 


Shipments so far in 1995 of lemons, grapefruit and 
oranges are 40 percent down on the comparable 1990 
totals, it was said. 


Crippled 


The poor level of exports follows the European Court of 
Justice verdict in July which said only produce bearing a 
“Republic of Cyprus” health certificate could be 
imported by European Union member countries. The 
ruling, which in effect barred Turkish Cypriot produce 
from European shop shelves, has crippled the TRNC’s 
[Turkish Republic of Northern Cyprus] state-owned 
Cypfruvex fruit and vegetable export firm and led to the 
closure of private export companies. 


Citrus growers are about to begin harvesting their 
Valencia oranges, but they fear most of the predicted 
120,000-tonne crop will remain on their hands, unsold. 


Tens of thousands of workers in the citrus and subsidiary 
industries face the threat of redundancy. 
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Ankara ‘Uneasy’ With U.S. Policy on Iraq, Iran 
NC1403085095 Ankara TURKISH DAILY NEWS in 
English 10 Mar 95 p A4 


{FBIS Transcribed Text] Ankara—Washington’s policy 
of “dual containment” toward Iraq and Iran is known to 
be a point of discord between the United States and 
Turkey, which shares a border with both countries. 
Turkish diplomatic circles maintain that they explain 
their views to Washington “on all occasions.” 

“Our view is clear: we do not think that isolating these 
two important countries of the region is productive,” a 
Turkish diplomat told the TURKISH DAILY NEWS. 
“We raise this issue in our contacts with U.S. officials. It 
was also brought up in our talks with Assistant Secretary 
of State Richard Holbrooke who visited Turkey last 
month.” He added that Turkey, although acutely aware 
that Iran had a different regime, had “good economic 
ties with the country” and wanted to maintain good 
neighborly relations. 


However, Turkish official circles have signalled their 
satisfaction with the U.S. “watchfulness” over its two 
neighbors’ arsenal. “But that is different than imposing 
an embargo, or seeking to isolate them altogether.” 


Ankara also appears uneasy with the continuation of the 
embargo against Iraq, which Turkish diplomats say is 
hurting the Iraqi people rather than Saddam Husayn. 
Privately, Turkish diplomats acknowledge with pleasure 
that many Western countries, pushed by their busi- 
nessmen who want to do business in Iraq, also give 
signals that they want the embargo lifted. 


“The United States, being far away, has the luxury of 
adopting isolationist policies,” another Turkish dip- 
lornat said. “But we keep telling them that what they call 
terrorist states is what we call neighbors.” 


Army May Intervene in Iraq; Spring Clash 
Expected 


NC1303203295 Ankara TURKISH DAILY NEWS in 
English 9 Mar 95 p A4 


{Report by Sinan Yilmaz] 


[FBIS Transcribed Text] Ankara—The outlawed Kurdi- 
stan Workers’ Party (PKK), which has been waging a 
illa war in southeastern and eastern Turkey since 
1984, survived the winter, although it suffered heavy 
losses as a result of operations carried out by the Turkish 
security forces. 
The government and military authorities, after many 
staternents to the effect that the organization would be 
finished off during the winter months, are yet to replace 
these with announcements that the PKK will be finished 
off this spring. 


However, the military authorities, believing that the 
PKK suffered heavy losses during the winter months, are 
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preparing to launch an extensive operation to deal “a 
final blow” to the outlawed organization. 


Sources indicate that some troops have been moved to 
the northern Iraqi border in view of the clashes which 
have been taking place between the Kurdish groups in 
the region, namely the supporters of Jalal Talabani, 
leader of the Patriotic Union of Kurdistan (PUK) and 
Mas’ud Barzani, leader of the Kurdistan Democratic 
Party (KDP). 

While the military authorities explained that the troops 
were being moved for spring operations, some indepen- 
dent sources said Turkey would intervene in the clashes 
in northern Iraq. 


According to independent sources, the clashes in 
northern Iraq serve the PKK, which has been attempting 
to take over “the leadership of the Kurdish groups” in 
the region and this has been disturbing Turkey. This 
situation provides the grounds for the Turkish military 
operation in northern Iraq. 


The independent sources said even though there was no 
fixed date for the military operation, moving the land 
troops to the border, apart from the routine air attacks, 
had strengthened the possibility of a Turkish military 
operation in northern Iraq in the very near future. It is 
said that some 30,000 soldiers have been sent to the 
frontier. Meanwhile, the Turkish security forces have 
been getting ready for spring operations against the 
PKK, while the PKK has been getting ready to retaliate 
with counterattacks. 


According to PKK sources, the organization's activities 
will be stepped up from Newroz, March 21, the national 
day of the Kurds. The PKK will carry out large-scale 
attacks to send the message that it is “not finished.” It is 
said that these activities could provoke public reactions. 


Warning Against ‘Euphoria’ Over Customs Union 
NC1403073195 Ankara TURKISH DAILY NEWS in 
English 9 Mar 95 pp 1, A8 


[Editorial by Ilnur Cevik: “Euphoria on Customs Union 
May Backfire”] 


[FBIS Transcribed Text] Some people in very authorita- 
tive places in Turkey seem to have either misunderstood 
the real meaning of the customs union deal reached with 
the European Union on Monday [6 March] or are trying 
to make political capital out of it by misleading the 
public. What happened on Monday when Turkey and 
the EU clinched a deal on customs union is a historical 
“first step”, but let no one make any mistake that it is 
only “a step”. 


Now our counterparts in the European Union expect us 
to “deliver” in certain areas, and as we had written in 
our earlier editorials, they will not accept mere “token 
gestures” on democratic reforms and on human rights. 
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Semih Idiz of the TURKISH DAILY NEWS has met 
with several leading EU personalities and they have all 
openly said Turkey must take concrete steps oe 
democratic reforms, and beyond that must clearly show 
that it has changed its mentality on human rights viola- 
tions—which means it has to be prepared to release the 
former pro-Kurdish deputies as well as pass new legisla- 
tion which will prevent writers from being branded as 
terrorists and sent to prison. They also want a clear 
definition of “freedom of expression” from Turkey that 
will be on a par with the norms of Europe. 


We have been told clearly that if Prime Minister Tansu 
Ciller and her associates sit on their backsides and feel 
that they can simply buy time by making empty promises 
to EU officials—they are badly mistaken. 


Ciller and her associates may well be asked to do much 
more about reforms and human rights than the Turkish 
Parliament is prepared to accept. But if this is not done 
by October she and her jubilant friends may well see all 
the doors in Europe being shut in their faces one by one 
and the European Parliament flatly turning down the 
customs union. 


The foreign ministers of Germany, France and Spain will 
visit Ankara on March 23-24 for political consultations 
with Turkey to give all these messages to Ankara. The 
three countries—the previous, present and future 
holders of the rotating presidency and which form the 
so-called EU troika—will definitely have some tough 
warnings for Ciller and her associates. 


No one in Europe has really understood why we have 
developed such incredible euphoria over this “first step” 
in our new relations with the EU. Some officials even tell 
us they would have expected much more maturity from 
Ciller and her associates, yet instead they feel Ankara has 
made the mistake of antagonizing Greece. 


Let us hope our mistakes end here and we start thinking 
about how we will utilize the next few months to appease 
the European Parliament if we seriously want the cus- 
toms union deal ratified... 


Karayaicin Repeats Position on Cyprus 
NC1403084695 Ankara TURKISH DAILY NEWS in 
English 9 Mar 95 p A4 


{[FBIS Transcribed Text] Ankara-—Foreign Minister 
Murat Karayalcin on Wednesday {8 March] said the 
customs accord signed with the European Union was no 
substitute for Turkey's ultimate goal of full membership, 
and he repeated the warning that if Greek Cyprus were to 
join the trading bloc prior to Turkey, it would propel 
Turkey to integrate with the Turkish Republic of 
Northern Cyprus (TRNC). Karayalcin, briefing the par- 
liament on the March 6 accord, defended his earlier 
remarks, which had angered the Greek government and 
embarrassed the EU officials who helped Ankara over- 
come Athens’ obstruction. 
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The foreign minister said Turkey considered the London 
and Zurich agreements, which formed the (now divided) 
independent Cyprus, still to be in force and these explic- 
itly barred Cyprus’ entry into international organiza- 
tions in which both Turkey and Greece are not members. 
If Cyprus is taken into the European Union without a 
peaceful settlement between the Turkish and Greek 
Cypriots, “This will mean the integration of the Greek 
Cypriot administration with the EU, and the integration 
of the TRNC with Turkey,” Karayalcin said. 
Karayalcin noted, as Prime Minister Tansu Ciller had 
announced earlier, that Turkey wanted to become a full 
member by 2001. As for the customs union, the Euro- 
pean Parliament will approve the union before it comes 
into force on Jan. 1, 1996. 


Although he discounted a veto by the European Parlia- 
ment, he said Turkey will retain its rights as they were on 
March 6 even in such an event. 


“We could not accept any blackmail, and we are not 
blackmailing anyone,” Karayalcin said. 

He assured the parliament that the accord would not 
affect Turkey's trade ties with the TRNC or the Turkic 
republics. He also dismissed objections that Turkey was 
compromising its sovereign rights and would lose its 
national identity. 


Ciller Outlines Conditions for Coalition 
Government 


NC1403074995 Ankara TURKISH DAILY NEWS in 
English 10 Mar 95 p A4 


[FBIS Transcribed Text] Ankara—Prime Minister 
Tansu Ciller said on Thursday [9 March] that a new 
government could not be formed without the participa- 
tion of her True Path Party (DYP). 


Ciller said the DYP would require five basic conditions 
from prospective government partners. She listed these 
as being full support to anti-terrorism, continuing priva- 
tization at full speed, fulfilling the requirements of the 
customs union agreement, continuing the economic sta- 
bility program without interruption and reaching stan- 
dard democracy. She said she would form a new govern- 
ment with anyone who accepted these conditions and 
that she would take the country to elections in 1996. 
Speaking at the DYP parliamentary group meeting, 
Ciller accused Motherland Party (ANAP) Chairman 
Mesut Yilmaz of “missing a historic oportunity.” She 
added, to loud applause from her colleagues, that a party 
which avoided coming to power was bound to remain 
impotent. 


Ciller said she and Republican People’s Party (CHP) 
Chairman Hikmet Cetin, whom she described as being 
her coalition partner, would discuss matters with under- 
standing. This was how problems between the coalition 
partners had been resolved in the past. She said that the 
talks would be carried out within the constitutional 
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framework and by being loyal to democratic traditions. Cetin stated that the reports prepared by this group will 
She said that the coalition government would last until § be submitted to party leaders first and then to party 
1996 and that following the general elections her party assembly groups. 

would then come to power on its own. Cetin furtt 5 eee hae onl 1 the 

Ciller said the customs union was not an end in itselfbut tions of 12 former SDPP {Social Democratic Populist 
a step on Turkey's path to complete integration with § Party] members, who are present RPP members, to the 
Europe. She said that during the recent intense diplo- § prime minister. 

matic activity she had had the opportunity to see once ‘ , , 

again that Europe is important for Turkey but Turkey is Sauna uenen aan, GE gen Se SES aes 
more important for Europe. She said that the customs TT ——— ne ee 
union Accord should not solely be taken as a technical added: However, in the event that this is realized, 


integration. After the DYP group meeting Ciller 
attended talks on the formation of a new government. 


Ciller, Cetin Agree on New Action Plan 
TA1403114495 Ankara TRT Television Network in 


Cetin said that a new action program, new methods, and 
a restructuring in connection with the continuation of 
the government were discussed at the meeting he held 
with Ciller as weil as the issue of holding a vote of 
confidence. Along these lines, Cetin continued, a 
working group made up of three persons from each party 
would be established. 

Answering reporters’ questions on his way to the Prime 
Minister's Office, Cetin said that he had with him the 
resignations of the RPP members of the Council of 
Ministers. In reply to a question on whether he will 
submit the resignations to Ciller, Cetin said: Most prob- 
ably. These resignations were already given to me and 
they have to be put on the agenda at some stage. 


In a statement he issued following his one-hour meeting 
with Ciller, Cetin said that the incidents in Istanbul were 
discussed first and that he was briefed on the Council of 
Ministers meeting later. Explaining that the RPP is 
entering a new era, Cetin said that he had some basic 
conditions regarding the continuation of the govern- 
ment. Stressing that certain issues have gained priority in 
view of the new period we have entered, Cetin said: A 
new action program is essential in order to reply to the 
needs of these new issues. Noting that the second basic 
and essential condition was to adopt n< <sehg ine 
bid to restructure the government, Ceti, & -. as the 
third condition a vote of confidence held at the 
Assembly regardless of the manner under whici it will be 
conducted. 


Explaining that a team, which will be made . p of three 
persons from each party, will start work as of tomorrow, 


Stating that there was unity of views on new ation 
plan which will satisfy the needs of modernization and 
change during this new period, Ciller added that the 
details of the meeting will crystallize very soon. 

that Cetin was not insistent on the issue of 
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signed by both party leaders, Ciller said that the last stage 
will be to hold a vote of confidence. 


Ciller continued by saying that unity of views was 
reached regarding the two big parties proceeding with 
their duties in accordance with democratic principles. In 
reply to a question, Ciller said that she hoped that the 
issue of ministerial reshuffling will be clarified by the 
weekend. 


Ciller Issues Statement on Istanbu! Incidents 


TA1303155395 Ankara TRT Television Network in 
Turkish 14 GMT 13 Mar 95 


[Statement issued by Prime Minister Tansu Ciller 
through the prime minister's Press Center] 


[FBIS Translated Text] I strongly condemn the attacks 
perpetrated against our Alawite citizens in Gaziosman- 
pasa, Istanbul, last night. | believe that my citizens, who 
have common sense, will not be deceived by such prov- 
ocations, which aim at creating strife between brothers 
and disrupting the unity and solidarity in the country. 
All of us, including Alawites, Sunnis, Turks, and Kurds, 
have been living together in this country for centuries. 
We are determined to forever protect and uphold this 
mosaic, which we value greatly and regard as our cultural 
wealth. No one has the right to disrupt this, nor does 
anyone have the power to do so. No one can interfere in 
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anyone else's freedom of faith and worship. The govern- 
ment of the republic will never allow this. 


I am calling on all my citizens: Do not get taken in by 
provocations. Do not recoil from your faith and worship. 
The state is against such actions. It is the protector of 
everyone's faith and worship. The secular and demo- 
cratic Turkish Republic is the guarantee of all faiths and 
of the freedom of conscience. The republic established 
by Ataturk is currently standing upright. The state of law 
is functioning. The Turkish state is by the side of each 
one of its citizens. 
The perpetrators of the attack in Istanbul will be caught 
and handed over to the judiciary as soon as possibie. Let 
no one doubt this. | went my citizens not to be deceived 
by any organized action or person and to help our 
security forces. Our citizens, who have common sense, 
know that such plots are staged at times when Turkey is 
gaining strength, undertaking new moves, and achieving 
Scceciiiine, Sis Galan aie Gans t din ame aia 
will never attain their goals as long as we display unity 
and solidarity. We are the children of the Ataturk 
republic and the guards of the republic. We will never 
allow dark goals to be realized in this country. I find it 
beneficial to remind everyone of this proverb: Why hate, 
when there is love? 
I extend my condolences to the families of our citizens 
who were killed in the incidents and wish the wounded a 
speedy recovery. 


Interior Minister Comments 


TA1303151995 Ankara TRT Television Network in 
Turkish 1400 GMT 13 Mar 95 


[F BIS Translated Text] Interior Minister Nahit Mentese 
has declared that armed assailants spraying four coffee 
houses in Istanbul's Gaziosmanpasa District with bullets 
last night is a provocation by forces that want to create 
disorder in Turkey. 

In a statement at the Istanbul Governor's Office today, 
Mentese said that the perpetrators of the incident will 
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definitely be captured. Stressing that the assailants used 
Kalashnikov automatic rifles during the incident, Men- 
tese remarked that the attack could have been perpe- 
trated by terrorist groups belonging to the PKK [Workers 
Party of Kurdistan], IBDA-C [Islamic Great Eastern 
Raiders Front], Hezbollah, Dev-Sol [Revolutionary 
Left}, or Dev- Yol [Revolutionary Path] and a multifac- 
eted investigation is continuing. 

Mentese said that there is no definite information con- 
cerning the number of terrorists and the work is con- 
tinuing to determine the identity of the perpetrators. He 
about Turkey's membership in the Customs Union and 
they want to create confusion in the country. Mentese 
pledged, however, that the state will overcome all of 
them. The interior minister remarked that, using the 
incidents as a pretext, certain persons fired at the police. 


{Begin Mentese recording] Let our Alawite and Sunni 
citizens not be taker in by provocations. We are united 
and together. Both Alawites and Sunnis are our citizens. 
The terrorists want to create disorder in Turkey by 
engaging in ethnic discrimination. They tried io do this. 
Now, they want to continue their activities in another 
area as well. [end recording] 


Mentese announced that 14 policemen were wounded 
during the incidents. Four of these sustained bullet 
wounds, he added. Of the 27 citizens who were wounded 
during the incidents, eight are being treated at various 
hospitals, Mentese explained, adding that the police are 
affectionate toward the people and want to prevent the 
incidents. Mentese underlined that the forces that want 
to divide Turkey will not achieve their goals. 


[Begin Mentese recording] They will not succeed. They 
will be disappointed. We will always preserve our unity 
and solidarity. Turkey is exerting maximum efforts to 
attain contemporary civilization. In actual fact, this is 
causing the uneasiness. [end recording] 
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